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iranh4 Kovar-redirect 

recross 

be provided to Plessey. Do you recall whether or not 
at the time of the signing of the February 4th agreement 
such a statement had been provided? 

A It had not, 

MR, McCONNELL: That is all I have, your Honor, 
RECROSS EXA^1INATI0N 
BY MR, flALONEY: 

Q In May, Mr, Kovar, you had two and a half 
million dolars in back orders and you showed only 
1,300,000 on your memorandum of May 26th, Defendant's 
Exhibit AH, By my calculation that v;ould mean that you 
had back orders of a 1,200,'>00 that wore not to bo dcliverci 
until after January 1, 1971? Is that correct? 

A That is what those figures would indicate, yes, 

sir, 

MR, MALCNEY: I have no further questions, 

THE COURT: Thank you, Mr, K^var. You are excused, 
THE WITNESS: Thank you, your Honor, 

(Witness excused.) 

MR. McCCtnnXL: Mr. Tucker, please. 

V/ I L L I A M H, T U C K E R, a witness railed on 
behalf of the plain, iff, being first duly sv'orn, 
testified as follo\.'n: 
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DIRECT EXAMINATION 
BY MR, McConnell: 

Q Will you state your name, Mr, Tucker? 

A Willicun H, Tucker, 

Q Where do you live? 

A At 1018 Derwydd Lane, Berwyn, Pennsylvania, 

Q What has been your education? 

A I have a Bachelor's degree in engineering from 
MIT, I have done all the work for a Master's in 
business administration from SMU, except for the thesis, 

Q When did you first become associated with the 

plaintiff company, its predecessor, ISL? 

A In February, 1968, 

Q Before that what had been your employment? 

A I had worked for eight years for a Litton 
Division of Litton Industries, 

Q What is that division, Mr, Tucker? 

A It is a manufacturer of electronic rotary 
components, 

Q Prior to that? 

A I was five years with Texas Instruments in 
engineering and manufacture. , 

Q Prior to that? 

A I was an engineer for four yearn with the United 
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Aircraft Corporation. 

Q Coining again to 1968, what was your connection 
with ISL? 

A I was hired as national sales manager. 

THE COURT; VIhat were you doing at that time 
when you first became associated with ISI.? What was your 
business at that particular time? 

THE WITNESS; I was a manufacturers' representa¬ 
tive. 


THE COURT; That was your business? And how long 
had you been a manufacturers' representative? 

THE WITNESS; For three years. 

TOE COURT; And how many customers did you have 
about that time? 

TOE VTITNESS;! had four lines. 

THE COURT; Four lines? So these people, ISL, 
came to you, and it was negotiation whether you vasuld 
add that line? I don't know? Is that correct? 

THE WITNESS; Yes, you could say that, 

MR, McCCNNELL; But I think he then dropped the 
other linos. 

THE COURT; That may bo, but I wanted to find out 
what ho was at the time, so I understand, 

Q What wore the other linos? 
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THE COURT: I don't care about the other lines. 
I vant to know what he was doing at the time and v;hat the 
association was, so the jury could understand it, 

Q What other manufacturers were you representing 
at the time that you made this connection with ISL? 

A One of my lines was a company called Aircraft 
Mechanics in Colorado Springs, They had a core memory 
op®J^®tion locally. They wanted to establish an overseas 
plant, and Itook their president on a survey of the 
Caribbean islands in order to see which was the most 
attractive, and when v;e got to Barbados we met Mr, Van 
Bellingham, and that is how i got to know iSL, 

I was subsequently asked if i would be national 
marketing representative for ISL, and I accepted. 

Q Now, when you became national marketing 
representative did you continue these other linos that 


you were representing? 

A No, I turned them over to an associate, 

THE COURT: Did you have a company that you were 
doing business as? 

THE WITNESS: As Tucker Associates. 

THE COURT: Tucker Associates? 

THE WITNESS: Yes. 

THE COURT: What v/ar. said? A partnership? 
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THE WITNESS: At that time it was myself and 
an assistant. 

IHE COURT: So, when you began working exclusively 
for ISL, Tucker Associates still had these lines? 

THE V/ITNESS: No, I turned them over. 

THE COURT: To somebody outside of Tucker 
Associates? 

THE WITNESS: Yes, I turned them over to another 
manufacturers' representative, 

Q Can you describe the sales representative for 
us that ISL had at that time when you beccime national 
marketing representative? 

A Yes, 

Q Will you do so, please? 

A We had V.J, Huntoon Associates in the Boston 

area covering Nev; England at that time, 

Q At that time? Have you added some since? 

A We had Grey Electronics in the Ch.icago area, 

John Grey covering the midwest. Wo had Leddy Associates 
in San Francisco; v/e had Jewett Company, Scun Jewett, for 
southern California and Los Angeles; we had Ken Norvoll 
Associates in Dallas covering the southwest, 

Q V.’hat v;as your resnrn ability or duties as the 
national marketing rcT^rosentative for ISL? 

855 


tOUTMEHN DiSTNICf COURT RCPORTCRt U S. COURTHOUSE 
EOLEV SQUARE. NCR YORK. N.V. CO T-ASM 









inmh9 


Tucker-direct 


742 


A To supervise and direct the regional representa¬ 
tives, to appoint others in areas where we had no repre¬ 
sentation, to promote the company, get new customers, get 
sales, make sales forecasts, and contribute as i might 
from the marketing point of view to the management. 

Q Now, in addition to overall responsibility for 
the sales representatives, did you have any direct selling 
responsibility? 

A Yes, I did. 

Q What was that? 

A That was for those regions where we did not 
have a regional representative. 

Q Did you later as representatives in addition 
to those that you mentioned? 

A Yes, we did, 

Q Who were those and vrhore? 

A Travco Associates on Long Island, to cover Now 
York and northern New Jersey, and Swanson Associates 
in Phoenix to cover the Phoenix area. New Mexico and 
Arizona, and B and A Associates, who I mentioned previously, 
to cover the mid-Atlantic area? they are in Philadelphia. 

Q Do you happen to recall what ISL's sales were 
for the years 1968 and 1969, respectively? 

A No, I am not sure. 
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1 


2 

Q 

Well, it's not important. 

1 


3 

A 

I think 1969 was a little over 400,000. 

1 


4 


THE COURT: Your recollection isn't clear? 

m 


5 

If you had some figures you could tell. 

1 


6 

Q 

In 1969, December of .\')&9, who were the 

1 


7 

principal customers that ISL was doing business with? 

1 


8 

A 

Hewlett Packard in California, Honeywell, 



9 

Magnavox 

, Nuclear Chicago, Nuclear Data, 




Q 

Are all these companies in the computer or 



11 

peripheral industry? 



12 

A 

Yes. Standard Memories, Standard Logic. 



13 

Q 

What were the products that you v;ere selling 


- 

14 

or attempting to sell to this industry or these customers? 



15 

A 

There were three main product lines. There 



16 

were the 

core memories; there was sub-assembly work, which 



17 

would be 

the adding of components to printed circuit 



18 

boards. 




19 

Q 

Is that called sometimes PC board stuffing? 




A 

Yes, in the slang that is stuffing, and cable 



21 

harness- assemblies. 



22 


THE COURT: I didn't hear the last. 



23 


niE WITNESS: Cable harness assemblies was the 



24 

third item. 



25 

Q 

What is cable harness assembly work? 
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A It is the bundling together of many individual 
insulated wires, usually each of a different color for 
coding purposes,and then this will branch off of the main 
stem, like a tree, at various points on both ends. The 
purpose of the cable harness is to interconnect the 
printed circuit boards in an electronic assembly. 

Q And what were the core memory products you v/ere 
marketing? 

A The core memory products were essentially core 
planes and core stacks, 

Q VJill you explain the difference between a plane 
and a stack? 

A If you take two or more planes and you stack them 
up, that is a stack, 

Q Can you explain a plane to us? V7e have had 
one description, but maybe another v;ould help, 

THE COURT: What happened to that toy you had 
the other day? 

MR, McCCtlNELL: I had a big black box, but somebody 
locked the box and I don't have the key. Maybe there is 
somebody could pick a lock around here, 

THE COURT: I thought the jury would see it, 

Q Do the best you can with it. Explain a mlane. 

A A core plane conrists of a printed circuit board 
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I 

1 2 

upon which natural ferrite cores, little donuts, are 

1 

3 

mounted in a very oddly matrix type manner, and then 

1 

4 

wires are inserted through the rows and colvimns of these 

1 

5 

cores in order to be able to dress them. Usually, there 

1 

6 

is a third wire which is strung in a given patch or bit 

1 

7 

as a sense wire. 

1 

8 

Q I show you what has been identified as Plaintiff's 

1 

9 

Exhibit 55 and ask you if you can identify that. 

1 

10 

■ 

A That is the bookings forecast for the 12 months 

1 


starting June 1, 1970, which I nude up for Mr, Kovar, 

1 

12 

MR. MALONEY: I believe that is already in evidence 


13 

as Defendantb Exhibit CJ, your Honor, 


14 

MR. McC01«TELL: Right. It is the same exhibit. 


15 

I would like to offer it. 


16 

THE COURT: If you want to offer your ovm copy 


17 

you are entitled to do that, sure , 


18 

S 

MR. MALONEY: No objection. 


XX 

(Plaintiff's Exhibit 55 received in evidence.) 


20 

Q Did you say that you prepared that, Mr, Tucker? 


21 

A Yes, sir. 


22 

Q And on v;hat information would you have prepared 


23 

that? 


24 

A Well, it would be based on the marketing 


25 

information from- the jial^s representatives for their 



859 



southern OtSTRICT COURT RCrORTCRS. U S COUHTMOUSC 
rOLET SQUARE. NCR YORK, N T. CO ?■ 41 0 







746 

mmhlS Tucker-direct 

respective regions and prepared directly by myself for 
those areas that I was covering directly, such as Canada 
and Florida, where we did not have a regional representa¬ 
tive, and it would be flavored and modified by my best 
judgment at the time. 

Q Well, at the time you prepared this document 
did you believe the bookings forecast shown to be 
realistic and attainable? 

A Yes, I did. 

Q And the date of this forecast is — 

A June 1, 1970. 

Q And it is for what period forward? 

A The following 12 months. 

Q The bookings forecast that you shov; is what 
figure? 

A $3,618,000. 

Q Out of potential sales of what? 

A $8,070,000. 

Q Now, I believe it has been established that 
Plessey assumed management on or about June 9, 1970. 

After that to whorrf did you report in the Plc-sr.cy organize 
tion? 

A Mr. Frank Parr. 

Q As you understood it, what was Parr's 
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responsibility? 

A He was marketing manager,_ 

THE COURT: Do you know for what? Marketing 
manager for what? 

THE WITNESS: For Plessey ISL, 

THE COURT: Plessey ISL? The Barbados operation? 

THE V/ITNESS: Yes, sir. 

THE COURT: For the United States market? 

THE WITNESS: Yes. 

TOE COURT: And did you have to go to Parr for 
pricing authority? 

THE WITNESS: Yes, I did, 

THE COURT: Where was Parr? 

TOE WIIWESS: He was on Long Island initially, 
starting in late April, and then ho moved from Long Island 
up to Maynard, Massachusetts, outside of Boston, 


Mr. Parr? 


THE COURT: When did your first report go to 


THE VTiTtrESS; Oh, initially it was the first 


week of Juno, 


THE COURT: The first week of June? 


THE \^TNESS: Yes. 


THE COURT: And by that time had he gone up 


to Maynard, Massachusetts? 
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Tucker-direct 
THE WITNESS: No. 

THE COURT: He was still on Long Island? 

THE WITNESS: Yes. 

Q Do you recall when the Maynard facility opened 
or the Boston facility opened and v;hen he moved? 

A I believe he moved up in July. 

THE COURT: How would you contact Mr. Parr? You 
lived in Berwyn at that time? 

THE WITNESS: Yes, sir. 

THE COURT: Is that Philadelphia? 

THE WITNESS: Philadelphia. 

THE COURT: V7hat did yo” do? Go and see him 
in Long Island? 

THE WITNESS: I saw him on Long Island. i 
traveled a good deal. I saw him on Long Island. Sometimes 
we would go together and see a customer. We had many 
customers in the Boston area, many potential* customers. 

I would see him many, many times there, and v;e talked by 
telephone. 

Q Was it your practice to prepare weekly marketing 
reports ? 

A Yes, it was, 

Q Had that practice started before the Plessey 
takeover? 
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A Yes, sir. 

Q Did it continue afterwards? 

A Yes, it did, 

Q After the takeover to whom did you send those 
reports? 

A I sent one copy to Kr. Parr and I sent the 
other copy to Peter Hewitt at that time, who v/as then the 
mana.^er of the Barbados plant, and I sent a copy to each 
of my regional representatives for their files. 

Q Was Hewitt later replaced? 

A Yes. 

Q By whom? 

A Mr, Dave Gretton. 

Q After Gretton assumed Hewitt's position did 

the reports then go to Gretton? 

A That is correct, 

Q As well as Parr? 

A Yes, 

Q And what typo of information would you report 
on those weekly reports? 

A We had a standard format. The first category 
was orders received. The second category was q\:otes 
requested; the third category was activities, which v;as 
either pertinent information, or sometimes just nows of 
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1 2 

what was happening at a particular customer. 

1 ^ 

Q Was that broken down both by customer and sales 

4 

representatives? 

1 5 

A Yes, each regional man contributed each week 

b 6 

as to the activities in his region. 

7 

Q I show you what has been marked Plaintiffs 

1 ^ 

Exhibit 50, which is a group of exhibits, and ask you 

1 ^ 

if you can identify that. 

10 

A These are copies of the weekly marketing report 

1 11 

that I just described starting with the week of June 20, 

1 ^ 

1970, and running consecutively through March 27, 1971, 

13 

MR, MALaiEY; Your Honor, at this point I am 

1 14 

a little confused, because on Plaintiff's exhibit list 

1 

describing the market reports I don't think he has included 

16 

all of the reports, I may be mistaken. 

1 17 

MR. MCCONNELL: That is true. 

1 

THE COURT; You mean’he left out some of the 

19 

■ 

weeks? 


MR. McCaiNELL: That is right. 

1 

THE COURT; V7hy did he do that? 


MR. McCC»IlTELL; I am happy to offer them all. 

■ 23 

V7hat I am trying to establish are the ones that I zim 

1 

offering. 

25 

1 

THE COURT: Well, the others arc available and 

1 
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I will let the defendant put in what others they want. 

MR, McCCNNELL: I offer Plaintiff's Exhibit 50 
in evidence at this time, 

MR. MALCfNEY: I would object on the ground I 
think we should take each report one at a time and admit 
only those portions as to which Mr. Tucket has personal 
knowledge, i think based on the description he has given 
of the reports we have hearsay upon hearsay, 

MR. McCCNNELL: These come in under the shopbook 
concept, your Honor, 

THE COURT: You say copies of each of ttn se 
reports v;ent to Plessey, the people in Barbados? 

THE WITNESS: Yes. 

MR, MALONEY: The portions from the other sales 
representatives are just what they told Mr, Tucker, 

THE COURT: I understand that. i will receive 
them as business records, it all goes to the weight of it. 

j-Htiff's Exhibit 50 received in evidence.) 

Q Now, are these core planes and stacks shelf items 
or standard items? 

A No. 

Q Well, arc they made to customer specification? 

A Yes, 

Q Would you explain the sequence, how you go about 
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obtaining a production order from a particular customer? 

THE COURT: Can you answer that question? 
Customers are different. 


THE WITNESS: No, I can answer that, your Honor, 
THE COURT: Go ahead. 

A Assuming that this is a nev/ customer with 
v/hom you have not done business, you will have to essential 
dot^o things: one, prove technical capability; secondly, 
be competitive on price. 

Now, in proving any technical capability, that 
you have the right numbers and types of people engineering- 
wise and in the shop to do the job or to build at the 
rate that the customer wants it; you have the shop 
capacity; you have the engineering capability. 

This is often true by building a prototype 
sample, which if you can sell that to the customer fine; 
if you can't, if It is of large enough potential, you 
usually will be happy to build him one at no charge, and 
ho sticks that into his computer, and if it plays, you 
have proven you: capability. 


Then it is a matter of successfully bidding 
and capturing the order. 

Q Are you familiar with the term request for 
quotation? 
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1 

A Yes, I eiin. 

3 

Q And what does that mean? 

■ 4 

A It means a request for quotation comes from 

1 

the potential customer, asking you to quote a quantity 

6 

of a certain type of core memory. 

* 7 

Q Now, after the takeover and after you were 

1 

reporting to Parr, to whom would you send those requests 

9 

for quotations? 

* 10 

A To Kr, Parr, 

1 

Q And for what purpose? 

12 

A For the purpose of getting pricing. 

" 13 

Q Did you at any time after Juno, 1970, exporirnce 

1 

any difficulty getting your requests for quotations acted 

■ 

upon? 

" 16 

THE CCXJRT: I will sustain the objection to that 

1 

question. Don't ask him v;hat his difficulties were. Ask 

■ 

him what happened. 

19 

Q Well, what would Parr do when he got one of 

1 20 

your requests for quotations? 

■ 

A I believe he would initially, in the early 

22 

months, he v/ould send it to Barbados for engineering to 

1 23 

look over; later on v;hen engircuring v;as moved to Maynard, 

■ ^ 

Massachusetts, he would perform the entire function of 

25 

technical review of the specification and cost estimate it 

• 
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and the pricing, but in either event the pricing came 
from him, 

Q Well, how long normally would it take you to 
get a request for quotation acted on by Mr. Parr? 

«»■ 

A It was averaging four to six weeks. 

Q Did that cause you any problems with the 
cvistomers? 

A Yes, it did. 

Q Can you give me any specific examples where that 
was a problem and in that connection do you v/ant to refer 
to Plaintiff's Exhibit 50. 

MR, MALONEY: Perhaps Mr, McConnell can suggest 
a particular week and a particular customer, Mr, Tucker 
can find it a lot more quickly. Exhibit 50 has a few 
more reports, 

THE COURT: I will let Mr. Tucker look at it. 

After all, he is telling us about his difficulties, 

I think the question is by looking at that do you remember 
any particular item in which you v;cre delayed. 

THE WIH'TESS: Yes. For example, in the Juno 20th 
report a company called BIT, Business Information Technolog\ 

THE COURT; June 20th being the first report? 

TIHJ V.TTNESS: Yes, sir, under quotes requested. 

And then July 25th, page 2, about six lines up from, the 
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AFTERNOON SESSION 


(Jury present) 


2 P.M. 


WILLIAM TUCKER, resumed. 

THE COURT: Good afternoon, ladies and gentlemen. 
You may proceed, McConnell. 

DIRECT EXATIINATION CONTINUED 
BY MR. MCCONNELL: 

Q Mr. Tucker, do you recall any other instances 
where you had a delay in getting a reqpiest for quotation 
acted on? 


A Yes, I do. 

Q Would you give us those? 

A A customer called Imlac. 

Q Where are they located? 

A They are also in the Boston area. 


Q 

A 

what are 


Is that a computer company or what? 
It's part of the computoT industry, 
called intelligent terminals. 


They make 


Q When was the request for quotation m.ade in 
the case of Imlac and when v;as it responded to? 

A The week of May 23rd and v/o still did not 
have an ansvror the week of July 25th. 

Q Did you ever receive a rospcnso to that request 
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for quotation? 

A Yes, we did, 

Q When? 

A I v/ould say early August, 

Q Do you recall any other instances? 

A There was Honeywell in Premingham, 

Q When wan the request for quote and when was 
it acted on? 

A The week of Juno 6th, and again by the week of 
July 25th we had not gotten an answer, 

Q Do you recall when you did receive that 

response? 

A I believe that was also — I think that was 
in August, yes, 

Q Do you recall any others? 

A A customer called Digital Products, 

Q V7hero are they located, sir? 

A They are in California, 

Q When was the request for quotation? 

A The week of Juno 13th, 

Q V7hen was that acted on? 

A The week of September 19th, 

Q And the o.thers? 

A There was a company called Custom Computer, 
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Q Where are they located? 

A They are on Long Island. They requested a quote 
the week of July 11th and we were still awaiting the 
answer the week of August ?8th. There was a customer 
called Information Controls, They are in the Los Angeles 
area. They requested a quotation the week of August 8th 
and we still had no answer by the week of September 19th, 

Q Any others that you recall? 

A There was a second request from Imlac, the 
company which l mentioned previously, in the week of 
November 28th, We v/ere still waiting on March 6, 1971. 

Q Any others? 


A Then there was a company called Varian 
Associates. 


THE COURT: What was the name of it? 

THE WITNESS: Varian Associates, 

A Also in the Los Angeles area. They requested 
a quotation on July 13, 1971, during a visit there, I 
had Mr, Frank parr with me, as a matter of fact. They 
still had not received a quotation by May 8th, 

Q Of 1971? 

A Of 1971. 

Q After the measuring year? 

A We had not substituted. 
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A January 13th, Excuse me, January 13, 1971, 

May 8, 1971. 

Q To erase the confusion I put on the record, 
in the case of Varian, the request for quotation v/as in 
January of 1971? 

A Yes, sir. 

Q It had not been acted upon when, or when was 
it acted on? 


A It had not been acted on the week of May 8th, 

Q Would you follow-/ up in any v;ay on these requests 
for quotations where you didrt’t gfet a response back? 

A On a weekly basis, 

Q How would that follov; up be done? 

A Usually by telephone. Sometimes when I was 
with Mr, Parr. 


Q Taking the period after the takeover and parr 
had pricing authority, did you have any situations 
where the price you get back from Parr was not competitive 
or higher than the market price? 

THE COURT: Would you reframe that question? 

I think it's a little confusing. V7ould you reframe that? 

MR. McCONlPJlLL: i vrill try. 
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Q Would you, from time to time, get feedback_ 

THE COURT: Let's go back. Parr would quote a 
price; is that right? 

THE WITNESS: Yes, sir. 

THE COURT: I take it what he wants to kno\'/ is 
did Parr quote prices that you found were not competitive. 

THE WITNESS: Yes, he did. 

Q Can you give us any instances of that situation? 

A There was a case of a company called Technology 

Marketing. 

Q Where are they located? 

A They are also in the Los Angeles area. They 
asked us for a rather large quotation, up to 10,000 
memories of one type, up to 2,000 memories of the other. 

MR. MALONEY: Your Honor, could I have an 
identification of the memories to which he is referring 
because this will be important in my cross-examination. 

THE COURT: All right. 

MR.McCCXTNELL: And if referred to in one of your 
market reports, give us the date of that m.arket report. 

the COURT: All right, fine. 

A During the week ending July 11, 1970, Technology 
Marketing requested that we quote quantities from 500 
pieces up to 10,000 pieces of a 4K x IG stack, together 
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with a quantity of 500 pieces to 2,000 pieces of a 
2K X 16 stack, 

Q Do you recall what the price was that you got 
back from Mr. Parr? 

A It was ,8 cents per bit, 

Q .8 of a cent? 

A ,8 of a cent per bit, 

Q And a bit is a core? 

A A bit is a core, 

Q Do you know what competition was quoting at 
that time? 

A Yes, They were quoting ,6, 

Q How did you knov; that? 

A I knew it from Bob Lowry and George Wells, 
who are the president and vice president of Technology 
Marketing, v;ho informally told mo what it v/ould take to 
get the job, I also knew it from other industry inputs, 

Q V7hen you requested a quotation from Parr for 
Technology Marketing, did you tell him what the competition 
was charging? 

A Yes, I did, 

Q Did you ever have a conversation with Parr 
as to why ho was quoting .8 cents a bit v;hen you said 
it would take .0 cents a bit? 
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TOE COURT: He didn't say anything like that. 

MR, McCONNELL: All right, he said what competiti 
was charge, 

THE COURT: Did you ask Parr why it was .8 v;hen 
you were told that the competition was ,6? 

THE WITNESS: We had numerous conversations. 

This was a continuing argument. 

Q Did Parr give you any explanation as to why 
he was charging the prices he was charging? 

THE COURT: He v/asn't charging, 

Q The prices he v;as quoting. 

A He told me that he couldn't believe that the 
United States market was that low, 

THE COURT: Was that lov/? 

THE WITNESS: Was that low. 

Q Did he tell you anything else? 

A He told me that he had his profit margins 
to maintain, and he told me that he had his instructions, 

TOE COURT: Just as a matter of interest, v;hat 
nationality is Mr. Parr? 

THE WITNESS: He is a Britisher, 

THE COURT: He is British? 

THE V7ITNESS: An Englishman, 

Q To your knov/ledge, had Mr. Parr had any prior 
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experience with memories? 

A Not with memories, no, 

Q I mean prior to becoming affiliated with 
Plessey-riSL? 

A Not with memories. i believe he had experience 
in the computer industry in that he had sold peripheral 
equipment, punchcard equipment. 

Q Did you get the Technology Marketing order? 

A No. 

Q What was the potential size of that order? 

A Well, if we just take the 4K x 16 alone and 
forget the smaller memory, the 2 k x 16, the going unit 
price at ,6 v/ould have been about $408, 

Q How many units were they asking you to quote on? 

A They were asking us to quote on 10,000, but it 

could have been divided —— 

Q Betv;oon several suppliers? 

A Bertween two suppliers, or possibly three, but 
if wo had gotten a qic-rter of that, which is a conservative 
I think v/ay to look at it, we would have had 2,500 pieces 
at $400, v;hich is $1,000,000. 


Q Do you recall any other instances v;horo the 
prices Parr gave you v;ore not competitive? 

A Yes. Back at IIonc\'^-/ell in Framingham, Massachuset 
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There was a rather large buy there. There was a quantity 
-of 3,000 of a memory that was in size 4K x 18, 

MR. MALONEY: Could we get a date on this, please? 

THE COURT: Yes, sure, j 

A The weekly marketing report of January 9, 1971, 
There were 11 vendors, 11 companies quoted on this job. 

We were the highest of the 11 according to the purchasing 
agent, Eleanor Smith, Mrs, Eleanor Smith, 

Q Do you recall what you quoted on that job? 

A This V7as a job in which IIoneyv;ell furnished 
certain of the material. We quoted .6 and it went for 
just under ,4, 

THE COURT: Do you remember who got it? 

Do you remember who was the successful bidder? 

THE WITNESS: I believe a company on the west 
coast called Ampex, 

THE COURT: Did they manufacture these things in 
the United States or offshore? 

THE V7ITNESS: Offshore, sir. 

THE COURT: Offshore. Do you know where thev 
manufactured these things? 

THE 17ITNESS: They manufacture in Ilong Kong. 

the COURT: Hong Kong. 

Q Was the price you bid the price that Parr had 
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given you? 

A Yes, 

Q Did you make any adjustment to that price? 

A Yes, I did. At the tim.e that I visited Mrs. 

Smith, the buyer, to talk this over with her and v;Lth the 
director of purchasing. Bob Ray, i — after being told 
that we were 50 per cent high — in fact, we were highest 
out of the 11 bidders, m order to try to keep us in 
contention, because Honeywell v/as our second most important 
customer when you consider other Honeywell locations, 

I cut the price. 

Q What did you cut it to? 

A I cut it then and there verbally to about .5, 

I tried to move halfway between where I know was competitioi 
and whore we were in order to get us a second chance. 

Q Did you tell Parr what you had done? 

A I could not get ahold of him at that time. I 
was face to face v;ith the customer. So, I acted on my 
own and l did this, and then I told him as soon as I could. 

Q v;hat, if anything, did Parr say when you told 
him that you had reduced the price that he had given you? 

A He reprimanded me severely. He said that i had 
no authority to alter a price which he had given. He v;roto 
me a letter about it, as a ratter of fact. 
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Q Do you recall any other instances where the 
price that— 

MR. MALOTEY: Your Honor, before we leave this, 
can we have a unit price? i have a little trouble with 
.4s, ,5s and .6s. 

THE COURT: Your quote was .6y is that right? 

the V7ITHESS: Yes, A unit price would bo_ 

excuse me, a unit price would be $300. 

MR. MALONEY: At ,6? 

THE WTNESS: At .4, I believe. 

MR, MALONEY: ,4 is the $300? 

TOE CCXJRT! I th,-ught the .4 was the Hong Kong. 

THE WITNESS: The .4 vjas competitive. 

MR. MALONEY: What was the unit price that ISL 
quoted at .6? 


THE winmss, Well, it would be roughly $450. 
in other words, weva-re 50 per cent higher here. It went 
for ?300, so conservatively speaking, assuming that we had 
gotten one-third of the 3,000 pieces that were to be 


placed, which is a reasonable assumption with Honeywell 
already a customer, we in effect lost $300,000 of booking: 
At the going price, in other words, wo lost $300,000. 
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0 Do you recall anv other instances v;hero the price 
Parr gave you to quote vras not competitive? 

A At Standard Memories in Los Angeles. As noted 
in my v;eekly marketing report of June 27, 1970, we v;crc 
asked to quote 200 pieces and 900 pieces of a 4K x 10 
stack. In fact, this is a ouotation from the purchasing 
agent at Standard ’’em.orios, if I may road it; 

"Absolutely no v;ay to do business at 1 cent 
.9 cents for 200 and 500. Present marlcet is 
bet'.;con .6 and .7 and Standard Memories is nov: 
paying .61." 

Hero v.'as one of our original custom.ers — 

MR. IIM/)MLY: Are you reading no’/ from one of 
your v;ecl:ly reports or from some letter? 

THE V7IT'JESS: IJo, I read it from tliat wecJtly 
report that T m.entioncd. 

MR. JIALOMEY: 6/2 4/70? 

THE WITMESS: 6/27/70. 

MR. .'iALOMEY: Thank you. 

0 All right, go ahead -- lot mo interrupt. Did 
you report tliat information that vou had from Standard 
Mororios to J'arr v;hon vou asked him for a euote? 

A Yes, ho received a copy of every one of tliose. 
This is tlie customer's feoilbacl; to our ouotation. 
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The business had not been lost yet. All you liad 
to do \/hen the customer says, "I an now paying .61," he 
is alnosw asking you to come in and say .60 and I'll give 
you a purchase order because Standard ".enories v;as one of 
our original custoners, one of our oldest customers. 

0 VJhat did you bid on that job? 

A V7e didn't reouoto. Me stood pat. 

Q Mhat V7as the potential order at .6? 

A Well, again being conservative, taking the lower 
of the two quantities, if I'd take the 200 pieces, instead 
of the 500, at a unit price of $525 each, I have $105,000 
out tlio v/indow. 

Q Hov; do you get get to that unit price? 

MR. riALONEY; Excuse me, your Honor. 

0 Can you give us that? 

THE COERT; I don't think the jury should pay 
any attention to "out the \7indov;." 

!!R. ncCOIEJELL: V’e can strike "out the window." 

THE WITI'IESS: Excuse me, lost. 

THE COURT; You wouldn't have that order, })Ut 
you are not saving that if you had that order, are you, 
and had quoted at that price that it vrould follow that 
barbados would liavc made any ronov on that order, arc you? 

THE WITNESS: !Jo, sir; I am not trying to speal 
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to that at all. 

THE COURT: That is right. I just want the jury 
to understand that. It v;as just that you say that Parr's 
quotes were non-conpetitivo? 

HR. ^l^Lo:IEY: Excuse ne, your Honor, that v/asn't 
the point of ny objection. 

THE COURT: I an not vrorrying about your point. 

I v^as just worrying about ny point. 

MR. i'lAI.O’IEY: Excuse re. I am getting con¬ 
fused with tlic .6. I thought Mr.Tucbor said that we 

quoted .6 for a 4K x 18 on Honeja;oll, that would be r.-lSO 
for tlie unit and, if I understood hin correctly no*;, he 
sayd 4E x 10 at .6 for Standard !*.epories would be £525 a 
unit. I am not sure of the relationship. 

THE COURT: On cross-examination you could ash 
him that if it causes you any trouble. 

0 For all of us, v;ould you explain hov; you got 
the unit price? 

A You tal:c the number of bits in the remorv and. 
you multinly it the .6 cents or the .7 cents or whatever 
it is. 

O And tlie 525, \,’as it? 

A Yes, £525. 

0 Represented .6 tines the number of bits? 
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A Yes. 

Q In the unit that you were talking about, is that 

it? 

A Yes. 

THE COURT: Did you v;ant to answer hin? 

THE VJITMESS: If I nay. 

THE COURT: Yes, go ahead. 

THE V’TTMEflS: I tried to nention, when v/e v/ero 
talking about Ilonewell /Framingham, 

that there v?an some customer furnished material and I 
believe that is v'hy there is a differcncein price. 

MR. ?icco:i:ii:ll: okay. 

0 Do you recall any other instances where the 
prices you got back from Parr v/cre not con^jetitive? 

A A company called VJeismantel. 

Q Whore are they located? 

A They are in Minneapolis. They asked us to 

ruoto a hundred units of a memory that was of size 32K x 

20 . 

0 Wheni-ns this? 

A T]ioy requested the quote on Julv lltli, the 
week of July 11th, 1970. Wo quoted, T believe, in Octolcr. 
0 All right. 

A VJo quoted $1000 each. Wo v;ore told bv our 
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friends in Minneapolis that our competitor, Dataram, dovm 
at Princeton, New Jersey, had quoted $1175. 

Q Did you toll Parr that? 

A I did. 


TUn COURT: Do vou know whore Dataran v;ould 
manufacture these things? 

Tur: V/lT?irSR: They string in the Island of 
Trinidad and in the Philippines. 

THE COURT: Tlio jury and I are getting a very 
geographical lesson out of all of this. Trinidad and the 
Pliilippines. 

Til!', U’lTNESS: No one strings in the U.y. 

THE COUR'^: Maybe wo are lucl:v. 

Q What v/as the potential order in the case of 
Weisnantol? 

A Well, they placed a hundred pieces v/ith Dataram 
at $1175 because v;o did not }>udge from our $1C00 position, 
although we had tine to go back. Mr. Parr said no, so the 
value of the order v.’as a hundred pieces at the going price 
of $1175 or $117,500. 

Q Do ’'ou recall any other instances v;horc the 

you got back from Parr v.’oro not competitive? 

A Tliere were other cases, but in those cases there 
\/oro cases \,’]iero I was able to prevail upon him to cliange. 
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Q How, after riessey assumed management of ISL, 
taking the balance of the measuring year, did you experience 
any difficulties or problems with getting timely delivery 
of the product to the customer? 

A Yes, we did. 

Q V7ill you give me some instances of that? 

A We had a prototype order earlier from Varian 
Associates in Los Angeles. As reported for the week ending 
7\ugust 22, 1970, Varian cancelled the prototype for the 
8 K X 18 sized memory and cancelled the pilot run of 10 
units, v’hich was to follow, of course, for a cancellation 
of 27,8 00 and, as noted in the 0/22 report, tlie above can¬ 
cellation had no charges duo to prototype quality and 
delivery. 
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Q But I thought you said earlier that you had 
a request for quotations from the szune customer, Varian, 
later in January, 1971? 

A Yes, 

0 How did that come about? 

A We prevailed on them, it took us, i guess, 
eight months to prevail on them to give us a second 

chance. Wo also had an improved design to offer to them 
in January. 

Q At that time had you submitted two further 
proposals to Varian? 

A Yes, v;e had. Mr. Parr and I took a trip through 
the west, as a matter of fact, I believe it was January 13, 
called on Varian, saw their purchasing agent, 
and we talked with their engineers, and we had prepared 
and submitted to them a technical proposal which would 
solve some of the problems that had been experienced 
previously. The proposal was well received, and, as 
I mentioned before, they asked us for a price proposal. 


Q That v;as the price proposal that you didn't get? 
Is that the one? 


A 

Q 

recall? 


I believe it is. 

Did you write a report of that trip, do you 
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A I am sure I wrote a trip report, yes, sir. 

Q I show you what has been identified as Plaintiff 

Exhibit 51 and ask you if you can identify that document. 

A Yes. This is the trip report for the trip that 
I was describing. 

MR. McCONNELL; I offer Plaintiff's Exhibit 51 
in evidence. 

MR. MALONEY: We have no objection to the piece 
of paper, but do not admit to the accuracy of the contents. 

THE COURT: I will receive the exhibit. 

(Plaintiff's Exhibit 51 received in evidence.) 

Q Do you recall any other instances where you 
had either delivery or quality problems with customers 
after June of 1970? 

THE COURT: I can't follow that question unless 
you are asking him about untimely delivery and quality. 

Q Is there a relationship between the tv;o? 

A Yes, I believe there v/ould be. If you build it 
right, you only build it once, if you don't build it right, 
you have to keep rebuilding it, and this takes time. 

So if you have poor quality, you arc almost invariably 
late on delivery. 

Q Well, do you recall other •instances whore 
you ha<l either a problem with late delivery or poor quality, 
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2 

and if it is both, indicate that; if it is one or the 


3 

other, indicate that. 


4 

A Yes, our largest customer, Hewlett Packard 


5 

starting with the July 11, 1970, report — may i read 


6 

this — 


7 

Q Go ahead. 


8 

A Hev;lctt Packard becoming desperate 4K x 17 


9 

30 mill stacks. Arrival of first planes from Lisbon 


10 

should be the beginning of relief of this 8 weekend 


11 

situation. ISL is single source. 


12 

THE CCXJRT; V7hat does that mean? 


13 

THE IVITNESS; Excuse me. That is on another 


14 

subject. It is the same customer. It is another subject. 


15 

Q Who were the suppliers of Hewlett Packard, if 


16 

you know? 


17 

A There were two; there was ourselves, and then thej 


18 

also did this themselves in house. 


19 

Q Their own stringing? 


20 

A Yes, 


21 

Q In house? In the United States or sonev/here 


22 

else? 


23 

A I believe in Hong Kong — Singapore, excuse me. 


24 

Q V.hat percentage of the roquirc?rients wore you 


25 

supplying or ISL? 
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A We had been given two-thirds initially, We 
had been told that the thousand piece order, thousand 
piece letter of intent, represented two-thirds of their 
requirements. 

THE COURT: What were they doing, building up 
a facility in Hong Kong? 

THE WITNESS: I believe so — no, they had that 

already, 

THE COURT: They had it already? ^ 

THE VniTNESS: Yes. 

Q Well, did the delivery problem v;ith Hewlett 
Packard clear up? 

A No, it continued, 

Q Do you report on that in your reports? 

A I do, progressively. 

MR. MALONEY: Can we have the dates, your Honor? 

Q Can you give us the dates of those reports 
and can you summarize briefly v/hat the story v;as there? 

A The next report would be for the week ending 
August 8, 1970, 

Their AK x 17 30 mill line is stepped due to 
ISL quality and delivery. The current reject rate is 33 
per cent. There are 15 computers on their final 
assembly floor without memories. Wo are cole outside 5 JOurc< 
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2 

Since we had them hung up between the 30 mill stack and 


3 

the switchover to the 22 mill stack, they probably will 


4 

be forced to release the remaining 150 units of 30 mill 


5 

stacks under the 500-unit agreement, and if they did they 


6 

want 20 units per week in 30 mill and 30 units per week 


7 

in 22 mill. 


8 

Q Do you know whether or not those anticipated 


9 

delivery schedules v»ere met? 


10 

A I don't believe they were. 


11 

Q Do you have any further reports on the Hewlett 


12 

Packard delivery problem? 


13 

A In the September 5, 1970, report, 30 mill line 


14 

is dov;n again. 


15 

THE COURT: V7hat does that mean, it is down again? 


16 

THE WITNESS: Meaning their line of computers 


17 

tfi^t uses our 30 mill stack rs stopped because there arc 


18 

no memories, Carl Steel, who is the purchasing agent. 


19 

demands written delivery schedule. 


20 

Next, in the week of October 24th, two-thirds 


21 

of the AK X 17 22 mill work is now being done in house 


22 

due to ISL foot dragging. 


23 

Q So that you have gone from tv/o-thirds to one-third 

> 

24 

Is that it? 


b 2 25 

A Yes. 
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Q Do you have some further report on the Hewlett 
Packard situation after the short week ending 1-3-71? 

MR. MALONEY: I think Mr, Tucker may have missed 
one, December 12, 1970, 

THE WIINESS: Which one? 

MR, MALONEY; Dec'-mber 12th, on page 2, Hev/lett 

Packard, 

Maybe you don't have that one. Maybe that is 
not one that Mr, McConnell offered in evidence. Why don't 
you read from my copy? 

MR. McC0N>^LL; Why don't you save that for 
your examination? 

THE COURT; Lot him do it, 

MR, McCONlTELL: Let mo show what you showed him. 

All right, 

THE V/ITNESS; Lot me read 12—5 first to keep 
it in sequence, 

MR. MALONEY: All right. 

THE WITNESS; The 30 mill program as-threatoned 
so many times in the past is now essentially over. This 
is the basis for their refusal to accept any more 30 mill 
stacks after December 23rd, except for repairs, of course. 
George White gave new schedule verbally- ho is one of our 
people - but it has not been received here as written 
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confirmation. Please also include repair schedule. 

On 22 mill we are now third source, but the better v;e 
perform the more future business we can got. The next 
release will be January or February. 

Q Do you want to go to the next one Mr. Maloney 
gave you? 

A Yes, December 12, 1970. Hewlett Packard is 
pleased with our 22 mill program now as to quality and 
delivery, if wo continue to do well it could be increased 
to 10 or 15 per week in April or May. Hewlett Packard 
asks if we will have this capacity by then. 

On the 30 mill program Carl Steele appears to 
have week end on 12-23 cutoff date. He nows asks for 
our January shipping schedule, repairs included, and 
he expects us to complete the order, also v/ants 
to knov; what we are doing to replace the six pieces 
scrapped this week. 


893 


southern district court RCPORTtRS, U.S. COURTHOUSE 
FOLEY SQUARE. »4LW YORK, N.V. CO 7-4SaO 





ninih Tucker-direct 780 

Q Do you want to go to your next report on that 
subject? 

THE CCXJRT: For the week ended January 16th, 
is that the one? 

THE V'TITNESS: Yes, sir, 

THE COURT: Okay. 

THE WITNESS: On January 11th wo visited Hev/lett 
Packard and met v;ith their key people — may I read this? 

IHE COURT; Go ahead. 

THE WITNESS: General discussion of our poor 
and delivery 22 mill and 30 iriill, which we countered 
by description of our new organizational setup, 

THE COURT: What v;as that? 

THE WITNESS; It was really talk with a sales 
flavor describing our new tightened quality control 
organization, 

THE COURT: What do you mean by the tightened 
quality control organization? 

THE WITNESS; V?oll, how wo had instituted better 
procedures on the floor and we had, I believe, a new man, 

THE COURT; Quality controls on the manufacture 
in Barbados? 

THE WITNESS: Yes. 

Q Did you complete reading your comment? 
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A However, this visit revealed we had lost about 
$100,000 of bookings in 1970 due to our poor performance. 
Follov/ing information was requested and furnished the 
following day. 


THE COURT: By the way, was Mr. Parr with you 
at this meeting? 

the V7ITNESS: Yes, sir. 

THE COURT: And v;ho v/as Mike Boyce? 

THE WITNESS: Mike Boyce was an engineer in our 
engineering department. 

THE COURT: Boston? 

the UIIWESS: In Boston. 

THE COURT: He v/orked for Frank Parr? 

the V7ITNESS: Yes, sir. 

Later in the week, January 14th, we were still 
in the San Francisco area. Hewlett Packard derided to 
give us the chance again to perform ourfjolves. We got 
the verbal go ahead on the first 60 pieces of the 22 mill 
stack and we expect to capture the second 60 shortly. 

Q Do you recall any other instances where you had 
problems meeting delivery schedules or quality standards 
after June of 1970? 


At Nuclear Chicago, which was another old 


customer. 
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Q V7hat was the problem there? 

A Essentially of poor quality and delivery. 

We had been sole source with them, which meant that we 
could get premium prices as long as we continued to reduce 
prices with successive orders. But we also, in effect, 
stopped theirproduction lines, and they called in our 
competitor, Dataram, and they gave them orders, pilot 
orders for each of the throe memory types that we were 
building for Nuclear Chicago. The effect of this was we 
suddenly had competition where we had none before, 

MR, MALONEY: Could we have some dates for this? 

THE COURT: All right. 

THE V7ITNESS: In the report for the week ended 
January 23, 1971, Nuclear Chicago, the above orders taken 
at premium prices, but Nuclear Chicago insisted upon 
a second source and Datarama got units, if we had 
gotten prototype in by November 15th and had not serious 
quality and delivery problems in production we would still 
be sole source, 

Q Can you recall any other instances of either 
delivery or quality problems after June of 1970? 

A Standard Logic, a customer rn the Los Angelos 
area, v;hom we had done business with for a nu^rber of years. 

Q What v/as the problem there, s^r? 
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2 

A Starting with the June 20, 1970, report, and 

3 

delivery schedule recovery crucial to further orders. 

4 

In the September 12th report. Standard Logic 

5 

unhappy with ISL quality. Had 20 stacks for return. 

6 

And, finally, in the October 10, 1970, report. 

7 

Standard Logic claims 40 per cent reject rate; returned 

8 

23 units two weeks ago, 8 more units last week. Says she 

9 

cannot afford to do business with us any longer on the 

b3 10 

4K X 8. 

11 

Q Were there any other accounts with which you 

12 

experienced either problems in delivery or problems in 

13 

quality after January, 1970? 

14 

A Mohawk Data Sciences. 

15 

Q What was the problem there and can you give us 

16 

cl' date? 

17 

A On April 11, 1970, they requested prototypes. 

18 

220 X 16 memory. Wo built those prototypes three times. 

19 

They rejected them twice, sending them back. They told 

20 

us the absolute deadline was July 31st. 

21 

Q Deadline for what? 

22 

A For delivering these, to get qualified to deliver 

23 

those three prototype stacks. Roger Trick, the purchasing 

24 

agent up there, had personally told mo — i v/as there— 

25 

that ho had set a.side 300, a quantity of 300 units waiting 
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for us to qualify, and I believe he had told us to go 
ahead and buy the hardware for a thousand units. When 
we finally delivered those prototypes it was October 10th, 
and he had been forced by the passage of time to take 
the 300 that he had set aside for us and give it to the 
other vendor, 

Q What did that potential order of 300 represent 
in terms of dollar sales? 

A V7ell, since ho had told us to go ahead w’th the 
hardware, I believe the quantity was a thousand, I looked 
upon it as a loss of a thousand units at $82 each, 

Q Which v;ould be? 

« 

A $82,000, 

Q I believe you testified earlier that in addition 

to memory core pianos and stacks, ISL was also doing 

cable harness assembly work and electronics sub-assembly 
work? Is that correct? 

A Yes, 

Q Did that continue after the takeover of 

June? 

A Yes, 

Q For hov; long? 

A For a brief period. 

the COURT: W’hnt do you mean by a brief period? 
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Do you remember how long? 


THE WIITJESS: I would have to look up the 
exact date. 


/ 


MR, MALONEY: I think v;e will stipulate we decided 
somewhere in mid-July we would not take any more cable ^ 
harness orders, 

THE WITNESS: I was informed by Mr, Parr in 
mid-July that the cable harness work was to be transferred 
to the Plessey Sao Paolo, Brazil, plant, and that we were 
not to accept any more orders at the Barbados plant, 

Q Did he say anything with respect to the assembly 

woik ? 


A And the sime was true for the assembly work. 

THE COURT: The same was true for v/hat? 

THE WITNESS: The assembly work, PC board stuffing. 
THE COURT: That was to be transferred to Sao Paolo 
THE WITNESS: Yes. 

Q Now, at that time, in July, v;ere you doing 
any business with any customers on cable harness work? 

A V7e were doing business with Honoy’.'ell at their 
Lawrence, Massachusetts, plant. 

Q And for how long had that project been going on? 

A Well, the project itself had been going on 
for over a year, in that we had boon visited, our Barbados 
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plant had been visited for the purpose of a survey by 
a Honeywell vice president named Kaper, and his general 
manager, neuncd Rose, and they had toured the facility 
and they had gone back in, in effect, told Honeywell that 
this looked like a pretty good opportunity to get some 
of this v;ork off their hands. After that they gave us 
a pilot run on the cable harnesses for approximately a 
hundred thousand dollars. 
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Q Wore you v;orking on that pilot run at the tine of 
the decision to discontinue that type of \/ork at Barl^ados? 

A Yes, wo were. 

C> Do you recall tv;o individuals by the names of 
Carroll Launius and Dick flichalsky? 

A Yes, I do. 

Q Vlho were they? 

A They v/ere two employees of our plant. They 
were technicians, I believe, in our plant at Barbados, and 
they wore sent to the lIoney\;cll-Lav/ronco plant -- Honey- 
v.’oll's plant and given free training in Honov./oll' s 
teclmifjues to faliricato and assem}.)lo harnesses. They 
brought tliis knovrledge with all the procedures back with 
them to the Barbados plant. 

Q I shov; vou v;hat has been narked Plaintiff's 

rxhibit 58, v.’hich purports to be a copy of a letter from 
•Mr. Huntoon to Mr. Grittcn, v;hich I take is Mr. Grotten, 
under date of July 15, 1970, and I ask you if thfit shows 
a copy going to you? 

A Yes, it does. 

MR. McCOMN’rbb; I offer 53 in evidence, your 

Iionor. 

TUB COURT: Have vou seen this? 

MR. •’AbOVrY: Yes, vour Honor. Mo objection, 

901 

SOUTHfRN DISTRICT COURT REPORTCRS. O.S. COURTHOUSE 
rOLEV SQUARE. NE«r YORK. R.V. CO 7-4SaO 




788 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


gp2 Tucker-direct 

with the same reservation we have had all along. 

THE COURT: 58 will be received and we will 
take our afternoon recess at this point. 

(Plaintiff's Exhibit 58 received in 

evidence.) 

(Recess.) 

MR. McCO’INELL: If the Court please, I would 
like to read at this tine Plaintiff's Exhibit 58 to the jury. 

THE COURT: All right. 

MR. McCOUIIEEL: "Subject: Honeywell-Lav/rencc. 

The purpose of this letter is to bring you up to date" — 

THE COURT: V7ould vou indicate who the letter 
\;as from ami to vrhom? 

Q V7ho is ’’r. Huntoon? 

A Mr. Huntoon is the silos representative for the 
llew England area. 

0 He is the author -- the writer of tliis letter? 

A Ho is the v;ritor of this letter. 

Q Wlio is he sending it to? 

A Ho is sending it to Mr. Grotten, tiio plant 
manager, Harbados. 

Q And the date of the letter is? 

Uliat is the date of the letter? 

A July 15, 1970. 
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2 

MR. McCONULLL: "The purpofso of this letter is 


3 

to bring you up to date on the results of a visit 


4 

to IIono*/v;ell-Lav;renco with Carroll Launius and 


5 

Dick Michalsky and to express ny appreciation for 


6 

their visit. It was a most beneficial eyeball-to- 


7 

eyeball meeting. The immediate results of the 


8 

trip v;ore excellent. Samples that v;ere hand- 


9 

carried v;ero processed through tests hand in hand 


10 

with the production and gc people." 


11 

I v/ill stop there. 


12 

QC I take it would be Quality Control? 


13 

THK WITMrSS: Yes. 

$ 


14 

^IR, McCOiCJKIiLL: "Tlie cables were accepted. 


15 

v;ork-manship, dress and quality v;ere acceptable. 


16 

A report reflecting Jlonevav'cll acceptance of ISL 


17 

vrorlimans’iip, quality and performance to specification. 


18 

as v?ell as the turn-on attitude of ISL \/ill Ise fortli- 


19 

coning very shortl:^. I wish to state that the pronresj 


20 

mad in the last several v;oel:s is excellent and the 


21 

support extended by Carroll and Did: has been out¬ 


22 

standing. This is directly reflected in tiie 


23 

conformance to sc’iedulo v.’ith acceptable parts. 


24 

I heartily rccorunend the continued assignment of 


25 

these gentler.en to the Uonc'A.-ell cable and assem'nly 
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programs. The magnitude of these programs cannot 
be understated. The present cable program is only 
the initial or prototype phase to see what v;o can 
do and hov/ we can do it. The present guesstimate 
of the yearly cable requirements v;ould be in the 
area of $4,000,000 for the large facility alone. 

With three present outside sources and one not 
producing as yet you can appreciate the potential. 

It has been and is continuing to bo emphasized to mo 
that I can picJ: up as much business as can be 
handled. Since the common denominator is labor, 
khis business ^/ith lIonoy\.''el 1 can bo one of 'c?rov.'th 
and profit.' Add to this a major stuffing program 
now being generated, with all material and testing 
to be liandlod by the customer, you can see the 
magnitude of this repeat business. \7ith ISL 
being approved as a vendor by Lav;ronco, the doors 
are thus opened to Lowell, brigliton, San Diego, 
California, and Toronto, Canada." 


Stopping there, are those other Honeywell 


facilities? 


Tlin VJTTWnsS; Those are otlier Honewell facilities 


in t!ie I'nited States. 


.’’cCOiriTLIi: "Mo have arrived and have 
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ourselves at nonGy\/Gll. I an nov/ striving to 
become a 'blue chip supplier."* 

Then he says, "In continued support of the 
noncyv;ell cable program, I v.-ould like to recommend 
the follov.’ing: 

"1. That this office be advised bv TIVX, or 
Telex, I guess, of all shipments with purchase 
order number, type and quantity noted. This is to 
be on the date shipped or delivered to the air 
terminal. Include the air\;av bill number on cac)i 
parcel sJiipped. 

"2. Advise of anv material shortage, wherein 
V7e can v’ork \7it]i Honc’A.’ell or the supplier in 
expediting the shipment to Harbados. 

"3. Advise of any design or any production 
problems so v;c nay correct in close liaison with 
lIoney\;ell. 

"There is much business behind this present 
order and our level of performance v;ill determ.ine 
hov/ much ’^o v;ill got. If there is any assistance 
I can provide, please feel free to call on me. 
ThanJ-.ing you for '-our l:ind assistance and looking 
forward to meeting with, you personallv in the future, 
T remain" 
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And it is signed B.J. Huntoon, with copies going 
to Mr. Frank Parr, yourself. Bill Tucker, Carroll Launius 
and Dick Michalsl:y. 

BY MR. McCOIF^ELL: 

Q Did you also make some report on the noneyv7ell 
cable harness and stuffing business in one of your v/oekly 
reports? 

A Yes. In the report for the v;eok of July 18, 

a customer v;as impressed v;ith the IRL team's enthusiasm 

and attitude and if v'e can and want to perform, there is 

a million dollars a year potential business in cable 

assemblies alone at this one location for us. 

$ 

Q V/ho advised you from Plesso*' of the decision to 
discontinue this type of work at Barbados? 

A Frank Parr told mo verbally about it earlier. 

THE COURT: \.’hat did ho say? 

THE WITMEHS: Ho told mo of their intention 

to discontinue this v;ork at Barbados. 

Q But then after the decision had been reached 
did he advise you? 

A Ho confirmed thin in writing to m.o later on, 
yes, and I testified not to tal:c any more. 

THE. COIT.T: When v.’as this, do you knov.'? 

THE \rTT:JEr.R: He told me first aljout it in a 
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lie confirmed it to me 

in mid-July, early July, I would say. 

THE COURT: V.’ell, in relation to tliis letter 
that lluntoon v;rote to Barbados, was it before or after that, 
do you know? 

THE V/ITIIEES: It was before tliat. 

THE COURT: It v/as before this letter had been 

written? 

THE V/ITIIESS : Yes . 

A In my -- 

Q Go ahead. 

yA Did you '..'ant no to read the next entr'^? 

0 

Q Yes, in your trip report — or your market 
report, and then I am going to get to his Honor's ouestion. 

/\ July 25. The v.-oel: ending Julv 25, and this is 
my direct report. 

0 Okay. 

A "I \;ant to capture Honeyv/oll corporate by and 

make arrangements \.’itli Plessoy, Brazil, before 

telling Hone'^^v^ell, Boston, Honovn.'ell-I.r.;ronce and 
Univac, fait Lal.e, that x.'c're going out of these 
t\.o Lur.inc.sses in Barbados is a management poliev 
decision." 

•:n. ycCO::'.'!'!,!.: Excuse me, 'v.’ould vou read back 
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his answer, 


(Answer read.) 

Q Did there come a tine \;hen you advised Honey\;oll 
of Plessey's decision to discontinue tliis type of v;ork? 

A Yes. 

Q Can you fix the date of that, approximately? 

A V7ell, I visited them the first time during tlio 

week of July 25 as reported here. 

Q On the occasion of that visit did you advise 
them of tlic Plessey decision in this respect? 

A. Yes, I did. 

T1!P COUHT: Do you renenber v.’hat ''ovi told tJicri? 

Q Can you toll us what you told then? 

A I told then that in order to have rore room 
to ta];e care of their orders and in order to give then 

better service, v/e v.’ore planning to novo the cable harness 

v;ork. fron the one Plessey division to another, v;hich v/as 
much larger and which v/as nucli better and I felt confident 
they v;ould be happ'^ v.’ith the service that thev got. 

Q That's vdiat you told then? 

A Yes. 

o You vforo hoi)ir.g to keep that business, I tn);e 

it? 

A Certainly. 
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■ 2 

Q But what did the Honeyv;ell people do v’lien they 


1 

found out of Plessey's decision to transfer this type of 



work to Brazil? 


■ 6 

A We got a negative reaction. 

/ 

1 

THE COURT: Don't tell us that. Don't use a 



descriptive word likediat. Toll us v/hat they said. 


■ 8 

A Well, the purchasing agent at Lav/rence said. 


1 ^ 

in effect, "Wo can't do that. Your facility in Barbados, 


10 

in effect, has already been blessed by our higher-ups." 


■ 11 

lie and I both knev; tliat this vice-president 


1 12 

named Caper had visited the Barbados facility, liked it. 


13 

and had gone bad; and reconnended it. 


■ 14 

"You have been surveyed and, furthermore, v;e 


1 15 

liave just finished training tv/o of vourpeople,v;hich v/o 


16 

asked you to send up hero. Wo have trained them and sent 


■ 17 

them back v/ith the knov;-]iov/." 


1 

MR. MALOMEY: Your Honor, I think v;e are 


■ 

getting into an av/ful lot of hearsav. 


" 20 

THE COURT: That's not for the truth of it, but 


I 

I aslced the question. 


22 

THE WITHESE: This is wliat the purchasing agent 


" 23 

told mo, in summary. 


1 ^ 

0 After that did you secure a production run from 


■ ^ 

iIoncy\'oll? 
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A llo. V^e were not successful. 

Q Do you knov/ v;hat they did v;ith their pilot 
production order,"they"being Honevwell? 

A The one that v/e had? 

Q The one that you liad, yes. 

A They cancelled tlie balance. 

MR. r lAI/O JEY: Can v/e have a date on that; your 

Honor? 

THE COURT: Yes, if you have anything that v/ould 
indicate it. 

Tin: WITIJESP: I'm sorry, but the cancellation 
must bo in one of tlie reports that I do not have in this 
folder. 

MR. McCOIINELL: I think wo can establish that 
independently from other docvinents. 

THE COURT: All right. 

MR. McCOMiIELI,: Ratlier tlian spend tine on that 
now, lot's go on to another subject. 

Q Vloro there any otlior customers that you liad lieen 
asked to do either cable harness or stuffing work for or 
asked to quote on? 

THE COl'RT: V/cll, I \/ould like to j''ut it the 
other way. I think at least in the l>cginning, did you trv 
to sell customers on those t\/o items other than Money'/^oll? 

910 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEV square, HtW TORN. M.V. CO T-ASSO 








797 


. 1 

9Pll TucJ'.er-direct 
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THE UITHEES: Yes, sir. 


1 

THE COEHT: You did? 


■ 

THE WITNESS: Yes, sir. 


5 

THE COUNT: Okay, let's start v/ith that. 


I 

0 Did you generate any affirnative interest as a 


» 7 

result of those efforts? 


* 8 

A We had a request for quotation from Nnivac at 


1 

Salt Lake City. 


■ 

Q Waat does that conpany naJ:o? 


11 

A Univac manufactures computers. 


1 

Q 0);ay. 


■ 

A They are No. 2. 


14 

Q Do you recall v:hon tliat request v/as made? 


1 

A I v'ould have to look that up. 


■ 

THl. COUNT: Well, it \.’as before the discontinuance 


17 

of tJ»c linos; it was before tliat? 


1 IS 

THE WITIIE.SG: Yes, sir. 


1 

Q Do you recall whether you actually processed a 


20 

request for cuotation? 


1 21 

A Yes, we did. 


■ 22 

Q IHiat v;as tlio final ansv/or, so far as this 


23 

customer, Univac? 


1 24 

A I don't recall that any tiling cane out of that. 


1 ^ 

0 Had you recured any business with Univac at the 



911 



SOUTHCRN district court RCrORTtRS. u.s. courthouse 



rOLEV SQUARE. NEW VORK. N.V. CO 7-«SiO 






gpl2 


Tucker-direct 


798 


time of the decision to -- 
A No, vre had not. 

Q 0):ay. 

Do you knov; v;hcthcr you advised Univac of the 
decision to discontinue? 

A Yes, we did. 
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Q Would you refer to your July 17th report and 
see if there is any mention of the Univac situation there; 
July 18, I guess it is. 

A Than); you. That is the reguest for quotation. 

Q V7hat is the order that you are being reouested 
to quote on? 

A Throe types of cable assemblies, 25,000 to 
50,000 pieces of each over three years. Doliverv starts 
1971. 

Q V/ould vou turn to page 2 of that report and 
see if there is some further mention of the T’nivac cable 
harness or stuffing matter? 

A Yes, under T'nivac-Salt Lake, this is ’’r. Jack 
Loudy reporting, the Can Francisco man: 

"A visit hero July 10 revealed that the 
communication terminals have all Ijeen moved here 
from P.oseville, *!innor.ota. They string stac):s 

and pianos in house bat expect to go outside as 
V 7 C 11 soon. An 8 K bit 10-mill plane v/ill be 

coming out first. T’nfortunatelv 'they vrant to trv 
us first on caliling to prove-up an un):novn source' 
for t!ie above PFO. if polic'/ requires us to no bid 
it extreme care in custor’.er relations \aill bo 
needed to avoid jeopardi::ing future strinoing 
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potential." 

Q Do you recall having a conversation v;ith Mr. 

Parr relative to the interrupt of raw material flow to 
the Barbados plant? 

A On a number of occasions. 

Q Can you fix a time reference? 

A - I believe it was mid-July v/hen the changeover 
was made from our ov;n subsidiary. Scientific Trading Corpora¬ 
tion, v;ho v/as, in effect, our import-export agent and 
broker immediately adjacent to Kennedv Airport over to the 
riessoy import-export agent. I believe their name is 

Barnett-rreoslate. 

Q VJhat did Mr. Parr say to you on that snljject? 

THE COURT: Lot mo as]: one question there. 

I understood that all those funny company names. Scientific 
and all that, thev were just names. Tt really v;as an agent, 
v;asn't it, an individual vdio was doing this v’ork? 

THE WITNESS: Yes, it was, except that I tiiought 
two of the people v’erc our omplovees. 

THE COURT: There v;as some previous testimony 
before you appeared here. Am I correct in that, that these 
v/ero names that \rcrc used, ljut it \;as, in effect, an 
import-export agent? 

MR. McCO’IIIIJ.L: Yes, our agent •.;as Ereinlit liro];ers 
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2 

International. 


3 

THE COURT: Ereight Brokers International, and 


4 

that these v.’ore names that were used, but they v.’ero really 


5 

the people and you are telling us that they changed from 


6 

that to this other outfit. 


7 

Q What did Parr say on that suljject? 


8 

A He told me, we were having an extreme crucial 


9 

shortage of the raw materials coning from the States or 


10 

coning from the customers, in the case of cus tom.er--f urnished 


11 

material,and it was piling up in the IJe’./ York area and it 


12 

U’as not going do\/n to Barbados, and this, apparently. 


13 

according to him, lasted for four to six v;coks. 


14 

0 bid he say v.’hy? 


15 

A He told mo that it was because Plossoy had failed 


16 

to get the proper inport-export licenses before firing 


17 

our agent. 


18 

THE COUP.T: Do you knov; anything al^out the 


19 

business, whose job is it to get import-export licenses? 


20 

THE WIT!TGB : Excuse me? 


21 

THE COURT: Do you knov.’ wliose job it is to got 


22 

import-export licenses? Is it tlie import-export agent 


23 

or ]iis princii:)al? 


24 

THE U’l'i'IJESr.: I tiiinl; it is Iiis principal. 


25 

It v’as ny under.standing from Erank Parr t!iat lie wa.?. 
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saying that Plessey electronics at Farmingdale, Long 
Island, where r’r. Clarke is the president, had failed 
to procure the inport-export licenses for Barnett- 
Frceslatc before he fired our agent. 

Q I v;as asking you before about either delivery 
delay problems or quality problems with customers after 
June, 1970. Did you mention the Magnavox Company? 

A Ilo, I did not. 

Q V7as there a problem there? 

A There \;as a problem in that v;e had a hundred- 

piece order on the books and 95 pieces were on hold subject 
to our submitting a successful prototvpe and while the 

t 

Maganvox memory is a tough memory to malic, v;o had assured 
Magnavox all along that we could make it. 

VJe had submitted an earlier prototype, which 
they said v;as all right to that particular design, but 
in the interim the actual design of the memorv had been 
changed, so in order to have the plant be able to get at 
the 95 pieces that were on hold, it V7as necessary that ’/e 
submit the first of this 5-pioce pilot run to them and got 
approval. 

To the best of my kno’.’ledge, t’.iat prototype never 
was delivered v;hcn T left the company or until after the 
end of the measuring year at some time. 
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When did vou leave the company? 

Actually August 0, 1971. 
v;hat v/as the occasion? 

I had boon terminated under the contract. 

V7hon wore you terminated? 

I v/as terminated on April 8th. 

Hov/ about your sales roprosentativos under you, 
continued bv Plossev? 

They v;ere terminated. 

What happened? 

They v/ore terminated in .May. 

McCOiJ’Jni.L: !!av T have just a moment, your 


THE COURT: Sure. 

(Pause.) 

0 Mr. Tuc]'.or, I show vou Plaintiff's Exhibit 52, 
which purports to be a copy of letter from John Crey to 
Dave Oretten under date of Octo>)Or 14, 1970. First, does 
that sliov.' a copy going to you? 

A. Yes, it does. 

THE COLTT: John '’’rev v/as o.ne of ''our selling 

people? 

THE WITi’nrP; regional representative in tlie 

Chicago area; ves, sir. 
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Q Does tliat refer to the problem v/ith Nuclear, 
Chicago, that you earlier testified to? 

A Yes. 

MR. McConnell: I offer Plaintiff's E::hibit 52. 
THE COURT: You have seen this, *lr. Maloney? 

MR. MALONEY: Yes,I have, your Honor. 

\7e have no objection with tlie usual reservation. 

THE COURT: All right, it v/ill be received. 
(Plaintiff's Exhibit 52 received in 
evidence.) 

Q I shov/ you vrhat has been narked Plaintiff's 

rxhi)jit 66, and I ask you if you can identifv that docu¬ 


ment? 


Yes, I recognize this is a memo from Jack Lcddy, 


my representative in San Francisco, to Frank Parr, of wliich 
ho sent a copy to me. I v;rotc on the liotton of it and sent 
it on to Frank Parr. 

MR. MCCONNELL: I offer Plaintiff's Exhibit 66 


in evidence. 


MR. JIALONEY: No objection, with the sane 


reservation, 


THE COURT: It \;ill bo received. 


(Plaintiff's Exliibit 66 received in 


evidence.) 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE. NEW YORK, N.Y. CO 7«4StO 

























op 


Tucker-cUrect 


805 



2 

McCOKNELL: I ask to read Plaintiff's Exhibit 


3 

C6 to the jury, your Honor. 


4 

0 I kno\; you have identified Jack Lcddy as one 


5 

of your sales reps, but v.’hcre was he? 


6 

A He \;as in San Francisco. 


7 

Q V/ould he have had the llev.’lctt-racJrard account? 


8 

A Oh, yes. 


9 

(Mr. rtcConnell read from Plaintiff's Exhibit G6 



in evidence to the jury.) 


11 

Q The handv/ritten portion is yours? 


12 

A Yes, sir. 


13 

0 It is addressed to Dave and John. Oave is Parr? 

« 


14 

MR. MP.LOIirY: It indicates up on tlie top v'ho the 


15 

copies v;cnt to. 


16 

THE COURT: Who \;cro Dave and John? 


17 

MR. McCO!I!IELI,: T see. Dave Oretten and Jolin 


18 

Alsop. 


19 

Q Who v/as Alsop? 



A John Alsop v.’as, I Ijoliovo, an interim or ho was 


21 

at tliat tine comptroller. Ho \;as in Harbados. I'c was 


22 

in the accountinq department and he took care of our 


23 

commission chocl:s. 


24 

(*'r. McConnell continued readinq from Plaintiff's 


25 

kxliibit CG in evidence to tlie jurv.) 
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T1R. McCONNLLL: That is all I have. 

THE COURT: Go ahead. 

CROSS examination 
BY r!R. MALONEY: 

Q ?^r. Tucker, I show you Defendant's Exhibit D in 
evidence, an ISL 1970 sales forecast. 

I shov7 you Defendant's Exhibit F, International 
Scientific, Ltd. Budget, 1970, and I ask you if you have 
seen those documents before? 

7^ I have seen the 1970 sales forecast before. 

I v;as in Barbados when it v;as made up. 

THE COURT: V.’ho made it un? 

THE \i/ITNESS: It v/as made up collectively. 

Wo had an annual sales meeting in December of 1969, althougli 
one of the regional representatives cane down, and this \.>as 
the results of the notes taken at our sales conference as 
v;e discussed each customer. 

THE COURT: Mho is "v/o"? 

THE WITNESS: The entire sales force. 

THE COURT: All these salesmen made up this 
schedule or v'as made it up iifter you had that conforoneo? 

THE V7lT?IEr.S: It \/ns m.ado up from t!io notes of 
the conference. 

Tin; COURT: VJiio v.'ero tlie pcoj^lo that made it up 
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from the notes of the conference? 

THE VCITNESS: Mr. Kovar. 

THE COURT: And you v.’orkedwith him on it? 

THE VJIT:1ESS : Yes . 

THE C0!:RT: All right. 

Q Could you explain to us — 

A I have not seen the budget before. 

Q All right. ’7e \;ill just stay v/ith the sales 

forecast. 

Could you tell me what the numbers appearing 
next to the name of each customer represent? 

A They represent v/hat v;e felt v.»o could capture 
in calendar 1970 in terr.s of bookings from tliat particular 
customer. 

Q When you say "capture for booltings," does that 
moan that you could obtain an order or does it mean that 
you could also — v.’ithdravm. 

V7ould you explain v,»hat you meanb/ "capture a 
booking" from the customer in that amount during 1970? 

A Get an order. 

Q h’ow, v;ould that bear an'^ relationship to the 
percentage of the order that would lie delivered in tlic 12 
calendar months of 1970? 

A It would bear a relationship in t!io sense that 
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if you got an order from a customer and if everything \/ont 
well in terms of quality and delivery, on the average you 
might normally expect that to start to go out the shipping 
door anyv;herc from four to six months later on. 

Q Let's take — 

A With the reservation, of course, that the 
customer would permit you to. Now, if lie scheduled it v/ay 
out, you couldn’t do that. 

0 Let's take ICC. It says $180,000. Nov;, if 

you submitted a quote to them on r.ay 1, 1970, and you v;ere 

successful in obtaining the orders, hov; much time v;ould 

elapse Ijcfore you vr’ould begin malting deliveries under tlio 
* 

order? 

A \7ell, as I said, Mr. Maloney, four to six months, 
v;hich v.'ould mal;e it Geptonber to November. 

0 That v.’ould lie the normal tine lag betv;ecn 
obtaining the order and making the first slvipmont under 
the order? 

A That \;ould be normal average if everything v;ont 
v;ell, as I mentioned. 

Q f'r. Tucl-.cr, I shov; you Defendant's i:xhil-)it Cl in 
evidence and I ask you if you can identify that document? 

A It is a letter from Mr. Kovar to me, dated 
April 20, 1970, a cover letter it is. It includes a copy 
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of your Txhibit D. It encloses a copy of the 1970 sales 
forecast that you just shov;ocl mo. 

Do you want mo to read the letter? 

Q Yes, go ahead, \.’ould you? 

A "Dear Bill; 

"I have just boon reviov;ing the 1970 sales 
forecast, vrhich v;c developed as a result of the 
inputs from the reps of our Decenber meeting. 

Copy attached. it is quite obvious that wo need 
more accurate information. V.’hat do vou suggest?" 

Q All right, nov; \7hat did you understand Mr. Kovar 
to be asking you? 

A V/ell, ho v;as saying that ho v.’ould like more 
specific sales forecast both in the dota^.! of quantity, 
unit price and in point of time. 

Q I see. 

A That is the \my i interpret it because I ansv;nred 
and this is my handwriting on the bottom of it, so I would 
like to finisli reading the \;holo thing. 

Q Certainly. 

A '1. rorecast plant capacitv bv months." 

I put in parentheses 'Hewlett," who was the then 
plant manager. 

"2. T/3ad in present bacl;log." 
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And I put in parenthesis "Kovar." This was \rho 
should do \/hat. 

"3. What's left is all we have available to 
sell. (Tucker) With a 60 to 90-day lead, of 
course. 

"4. In parallel v;ith I ten 1, T V7ill nenerate 
a bookings potential forecast rather than a sales 
booking forecast." 

TIIF. COT’RT; It says 60 to 90-dav lead, of course. 
Nov;, what is the lead on that? 

THE \;iTNEr>E: Well ,neanirg that '.;e could not do 
anything about v^’iat v;as going to happen in tlie 60 to 90 
days irncdiately in front of us; that v;o needed the tirie 
to do the planning. 
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THE COURT: To develop the planning and do the 

selling? 

THE WITNESS: And get the groundwork, yes,That 
is what I intended, 

Q Could you explain the coiranent number 3, 

"V7hat is left is all we have available to sell"? 

A I would bo happy to, Mr, Maloney, What I was 
saying hero was that the main item as far as the grov;th 
of this company always has been and is and was the plant 
capacity, 

Q What do you moan by that? 

A V7hat I v.’as saying is when you take into con¬ 
sideration the plant capacity by month and the present 
backlog, what is left over is all wo have got to sell, 

Q So under number 1 you meant that Jlr, Hewitt 
had to develop a plan by which we would know hov; much 
v/e could possibly produce in any given month during 
the next 12-month period? Is that correct? 

A Yes, 

Q Nov;, if you take your existing backlog of 

orders you would have to subtract from that the maximum 
plant capacity? 

A Yes. 

Q And what you are saying wbat is loft is all v'e 
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have available to sell, you mean you can't take on more 
orders than the difference between the backlog and the 
maximum plant capacity? 

A For that month. 

Q Or for any given month that is given in Mr, 
Hewitt's plan? 

A Yes, 

Q Did I ask you what you mean by item 4? 

A Imeant the difference between a bookings potentia! 

forecast and a straight sales forecast. 

Q Is that v/hat Exhibit D was? 

A Excuse me? 

Q Is that what Exhibit D was? 

THE COURT: Tell him what is Exhibit D. 

Q The 1970 sales forecast. 

A That was a sales forecast. 

THE COURT: And here you say you generate a 
bookings potential forecast. 

THE WITNESS: A bookings potential forecast 
showing what we could do if we had unlimited plant capacity 
without any regard for any other limitations, other than 
what could we capture, assuming v;c are competitive, assuming; 
the quality is good, and assuming we can deliver. 

Q Thht v;ould include the more specific information, 
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such as the month in which we could expect to start de¬ 
livering and how many units we could start to deliver a 
month? 

A That would come as a result, 

THE COURT: We will adjourn now for the day. 

Ladies and gentlemen, I v;ill excuse you nov/ until 10 o'cloc’ 
tomorrow morning, I hope you have a nice evening. Please 

j 

don't discuss the case in the meantime. 

We will see you tomorrov; morning, 

(Adjourned to March 15, 1974, at 10 A,M.) 
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SCIENTIFIC HOLDING CONPANY, LTD. 

vs. 72 Civ. 4040 

PLESSEY INCORPORATED. 


New York, Marcli 15, 1974 ; 

10.15 A.M. 


Trial resur.od. 

THE COURT: Good nornin<j, ladies and gentlenen. 

I am sorry v.’e arc late starting. I had some other natters 
I lad to deal \rith — and that happens in ny life. I have 
a lunclieon engagement some distance from the building today, 
so v/e \;ill have to take our luncheon recess a little earlier, 
I have another natter a little after three this afternoon, 
so that I will excuse you a little earlier today. I \/ant 
you to know that. 

You nay proceed. 

VJ I L L I A M TUCKER, resuned. 

CROSS IDLYMINATION CO!JTINUED 
HY :\R. :-ALONEY; 

Q In connection \;ith the testimony you gave Yester¬ 
day did you have any notes or records to refresh your rccol- 
letion other than ^;cckly reports during t!ie measuring year? 

A Yes, T did. 

UR. ;r..LO*IEY: I >.ould lilro the witness to 
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produce \;hatever records or notes he used to refresh his 
recollection. 

THE COURT: Tell us v;hat they were. 

THE UITIIESS: 'Jell, at tlie lunch hour I made a 
cross reference in order to tal:e loss time in finding tie 
particular dates and companies. 

THE COURT: Good for you. Have vou got your 
crocs-refcrcnce? 6ho\/ it to him. 

Q Tliese are just notes you made from the weekly 
reports? 

A Yes, I made a cross reference so I could find 
a particular customer. I v/rote do'.’n the customer's name 
and then the dates of the report so I vrould not have to do 
this back.-and-forth searcliing. 

Q But other than the notes vou made from the vool;l'' 
reports did you have anything other than the ’.’oekly reports 
from v;hicli you could make notes or to i;hich vou could nal.e 
reference to refrcsli your recollection of the testimonv 
you gave yesterday? 

A Prior to being put on tlie stand? 

0 Yes. 

A Yes. 

Q V.'hat were those records? 

A Tliose were rc’ other files v.'hich T have. 
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L ' 

MR. MALOIIEY: Your Honor, I indicated yesterday 


1 ^ 

there were a substantial number of v’oekly reports other 


1 ' 

than those Mr. ?!cConnell introduced in evidence. I have 


L ' 

compiled a set of all the ones v.’o have in our possession. 


1 ' 

I v/ould like to nark a copy of that as a defendant's 


[ ' 

exhibit for identification and I v/ill give the witness a 


L ' 

copy. 


1 

MR. ’lALOMKY: I believe Mr. McConnell has all 


10 

the reports. 

1 

* 11 

fIR. McCOMIIELL; I have all the reports. 


12 

XX 

(Defendant's Exhibit CU narl'.ed for 


13 

identification.) 


■ 14 

0 Mr. Tuclier, I sliov/ you Defendant's Exhibit CU 


15 

for identification and during the course of your testimony 


16 

I v;ill as): vou to nal:c reference to various reports in 


■ 17 

that document. 


18 

Nov;, going to the question of pricing authority 


■ 

yerterday, did I understand correctly that it v;as some 


* 20 

cliange v;it’i respect to your right to lo\;er jiricc nuotationr. 


21 

after Mr. Parr took over tiio nar);cting function from Mr. 


22 

Kovar? 


■ 23 

A Tl'.at is correct, ."r. Maloney. 


24 

Q Is it '/ov.r testimony that v;hrn ”ou v'ere v;orl:ing 


■ ^ 

under Mr. Kovar's stipnrvision vou had discretion to lov.’or 
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priceo in order to obtain an order? 

A I vjouldn’t describe it that way, fir. rialonoy. 

VJe worked in a different way. Mr. Kovar in nost cases 
would give me the price belot-' v/hich we did not v/ant the 
business, and I v;ould add to that v;hat T thought would keep 
us in contention and go in v.’itli t.hat price, giving mv^elf 
the discretion to go down to his "drop dead" price, if vou 
will pardon the phrase,but consulting him again, so I did 
have quite a bit of discretion, because the prices >ie gave 
me \;ore most invarialjly 10 to 15 per cent below the price 
wo \;ould submit to the customer. 


Q But did vou have any autlioritv to go bclov; the 
price which Mr. Kovar gave you? 

A Not by any significant amount. 

Q Now, v;hat v;as the difference v/ith respect to 
your pricing autliority under ^^r. Parr? 

A Mr. Parr gave me no discretion ’..’hatsoever. 

Then you could not lov.'or the price tliat “’r. Parr 


gave you? 

A That is correct. 

0 Could vou increase the price that Mr. Parr gave 

you? 


A I guess T could iiavo. 

'IhJcl.er, in vour tostii'.ony yesterda” you named 
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a nxinber of customers where you thought that IGL had lost 
orders because they submitted price quotations that were 
too high or because of a late delivery or poor quality. 

Now, what I v;ould li];o to attempt to do today 
is determine hov; much of that lost orders could have been * 

delivered v/ithin the measuring year. | 

Are you familiar \/ith the term "measuring year"? 

A Yes. I 

Q Do you knov' wliat period of time that covered? j 

A Yes, I do. 

Q V/hat period v/as that? ^ 

A That \;as April 1, 197 0, through March 31, 1971. j 

Q I Ijcliovc tiiat you testified yesterday concerning 
a prototype for Varian and you made reference — ^ 

Tim COURT: Prototype of V7hat? 

MR. .’lALONRY: A prototype order for Varian. 

0 — and v.'c made reference to your report of 

.hugust 22. I v.’ould like you to road the entire entry in | 

your August 22 report for Varian to v.'hich you made reference 
yesterday. 

TIir> WITURGG: Vlould you repeat the cuestion, 

please? 

Tin; COURT: I’o \7ants you to turn to vour rejjort 
for 7ugur.t 22. 
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Q Turn to your report for August 22 and looking 
dovm, this is apparently information you received from 
Mr. i7ev;ett concerning Varian -- I would like you to road 
to the jury what you reported concerning Varian. 

A Varian: The above cancellation at no charge 
in duo to prototype ouality and doliverv. riectrical 
margins v/ould Pabritex 8 per cent, ISL C jier cent; >3oth 
had ringing, but our v^iring loo]:s slop^iior; prototvpo \;as 
promised 2-6-70, received 3-11-70; pilot run was promised 
6/5/70 - 7/10/70; the only v.’ay v;e might get bad; in v.’ould 
be to make up unit Mo. 2 "picture bool;" and take it in on 
our own to then. 


933 


southcmn district court reporters, u.s. courthouse 
EOLEV square, new YORK, N.V. CO T-4SS0 









1 

2 

3 

4 

5 

6 

7 

8 
8 

10 

11 
.12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


mmp Tucker-cross 821 

Q Excuse nc. I don't see the word "delivered." 
It says "Pilot run \7an promised 6-5-70/7-10-70"on my 
copy. 

You don't have the word "delivered" there, 

do you? 


A No, I don't. 

Q I V7ill let you add anything you want to v/hat is 
written here, but read vrhat is there first. 

THE COURT: Is that v;hat you meant, that the 
pilot run V7as promised? Did you mean to nay that the pilot 
run v:ap, produced on July 1 0, 1970? 

THE V7ITNESF.: I am not sure what I meant. 

THE COURT: You are not sure? 

THE '-JITNESE : No . 

"The only way wo miglit get back in v;ould be to 
make up a unit number ti>o'picture book' and take it in." 

0 Ml right, nov;, Mr. Tucker, does that refresh 
your recollection as to v/hon TFL had originally boon 

rofiuired to deliver that prototype to Varian? 

% 

A I'cbruary 6. 

Q Does that refresh your recollection that that is 

correct? 

A Yes. 

0 An<]vlipn had Varian placed the order for the 
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prototype v;ith TSL? 

A I v/ill have to go back through all the reports. 
MR. MALOnrY: I’ell, I think I have the purchase 
orcer here. .Maybe v;o can refresh your recollection. 
(Defendant's Exhibit CV marked for 
identification.) 
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Q Mr, Tucker, I show you Defendant's Exhibit CV 
for identification and I ask you if you can identify that 
document. 

A Yes, that is the Varian purchase order, 

Q Does the purchase order indicate the date on 

which Varian placed the order? 

A No, it does not. However, it indicates the date 
that we accepted it, 

Q What date would that be? 

A December 26, 1969, 

Q Does that purchase order indicate that the 
prototype was to be delivered by February 6, 1970? 

A Under "due dae", it so docs, 

Q Is there any information on there concerning 
the pi lot run? 

A No, there is not, 

Q Would Varian have accepted delivery of the 
pilot run, indicated in your August 22nd report, from 
June 5th to July 10th if it had not already received and 
approved the prototype? 

A V7ould you say that again? 

Q I believe your testimony yesterday was that 
Varian had given ISL an order for a prototype plus a 
pilot run of 10 units, 
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1 

A Yes. 


■ ^ 

Q And I think the price you put on those 10 units 


4 

was $27,800. Now, my question to you today is: would 


1 

they have accepted that pilot run of 10 units before 


■ 6 

the prototype had qualified? 


b2 7 

A No, 


1 

Q So, if the prototype had not been delivered 


■ ^ 

by June 5, 1970, we could not have started to produce 


10 

and deliver the 10 units for the pilot run; is that 


1 

correct? 


■ ^ 

A Not exactly, no. 


13 

Q Why would that be incorrect? 


1 

A Because if you were sure enough of what you 


1 ^ 

were dojng, you would, in effect, buy the material for 


16 

all 11 units, you might even run all 11 units. 


1 17 

Q Do you have any recollection of whether or not 


■ 18 

ISL did that? 


19 

A I don't know. 


1 20 

Q Do you have any recollection of ISL delivering 


H 21 

a prototype by February 6, 1970? 


22 

A No, they did not. 


1 23 

Q Would your August 22nd report indicate that 


K 24 

the prototype that was due on February G, 1970, wasn't 


25 

delivered until August 11, 1970? 
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A That is what I say in my report, 

Q Now, do you have any recollection of why the 
prototype wasn't delivered until six months after the 
original delivery date? 

A It is my recollection that there were extreme 
difficulties in building that prototype. 

Q Do you recall the date on which Mr. Kovar was 
terminated? 

A Yes. 

Q What was that? 

A Was it June 9th? 

Q Yes, sir. So that by June 9th Mr, Kovar was 
already approximately four months late in delivering 
the prototype; is that correct? 

THE COURT: I don't know why you say Mr, Kovar 

was. 

Q ISL, the plaintiff? 

THE COURT: Say ISL. I think that would be 
a little better, 

MR. MALONEY: Yes, I withdraw the question, your 

Honor, 

THE COURT: Thank you. 

Q Is it correct that by June 9th ISL was already 

four months late in delivering the prototype? 
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Q But that once plessey assumed control, the 
prototype was, in fact, delivered on August 11, 1970; is 
that correct? 

A No, it was not delivered until August 11th, 

■ THE COURT: You are both saying the seime thing 

in different ways, 

Q That is what I say, it was delivered on 
August 11th? 

A Mr, Maloney, if your point is that we had 
difficulties making prototypes and manufacturing, yes, we 
certainly did, 

Q Is it your recollection that in order to obtain 
any substantial order you usually had to build a prototype 
to the satisfaction of the customer before the production 
order was released? 

A Cettainly, 

Q I think the first sentence says: 

"Varian, The above cancellation at no charge 
was due to prototype quality and delivery," 

We have taken care of the delivery part of it. 

Do you have any recollection of v;hat the quality problems 
were with this prototype v.’hich caused Varian to reject it? 

A It says right there, which I read to you, Mr, 
Maloney. Both had ringing, but our wiring looked sloppier. 
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Q Do you recall how many customers were competing 
for this order? 

A There were two — excuse me — building proto¬ 
types? 

Q Yes, how many companies were building prototypes 
in order to capture this particular order? 

A Fabritech and ISL. 

Q Does it refresh your recollection that RCA 
and Litton Industries were also competing for this order? 

A They may have been competing for the order, but 
they were not building a prototype to my knov;ledge. 

Q Would you refer to your weekly report for the 
week of August 15th. On the first page of that report, 
going down again to Mr, Jov’ott's reports, would you read 
to the jury what you reported to ISL concerning Varian. 

A On 8K X 18 18 mill prototype, RCA and Litton 

flunked out, iSL and Fabritech units worked so far. 

RK had successful visit. 

Q Who is RK? 

A Mr. Ronald Keppol, 

Q Does that refresh your recollection that, in fact, 
four companies were building prototypes and competing for 
this order? 


Yes. 
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Q Does it mfresh your recollection that ISL's 
prototype passed the first test at which R(3\ and Litton 
failed to satisfy Varian? 

A Apparently, 

Q So that out of four competitors, our unit came 
in second; is that correct? 

A That is right. 

Q But Fabritech's was slightly better so Varian 
gave the order to Fabritech; is that correct? 

A That is my understanding. 

Q Now, going back to August 22nd report, the 

last sentence says: 

"The only v/ay we might get back in would be to 
make up unit number 2 picture book and take it in on 
our ovm to them." 

Could you explain to the jury what you meant 

by that? 

A Well, I meant that after Varian, having cancelled 
our prototype order and pilot run, that the only way we 
could attempt to get back in would bo to go and make up 
a prototype v;ith our own money and of our own volition 
and take it in and hend it to them to try to change their 
minds in order to attempt to got a portion of • the 
production orders that v/ould bo coming. 
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Q Did that, in fact, occur? 

A I don't recall. Perhaps it did, 

Q Do you recall testifying yesterday that it 
took you eight months to prevail on Varian to allow you 
to come back with a new presentation some time in 
January, 1971? 

A Yea, sir, 

Q That would be the now presentation on the pro- 
totype that was rejected in August; is that correct? 

A Yes, 

Q Is that one of the examples that you mentioned 
where you had requested a quotation some time in January, 
1971, and Phrr failed to respond? 

A That is correct, 

Q If we had submitted a new quotation to Varian 
in January, how long v;ould it have taken before V 7 o could 
have obtained a production order calling for deliveries? 

A I have no way of knowing when a customer might 
place the order, Mr, Maloney. 

Q 7»ssuming that v/e had submitted the quotation 

by the end of January and they had accepted the order, 
v/hen is the earliest date on which thffy would have — 

A Accepted the order? 

Q If we subriitted a quotation by the end of 
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January and the quotation was acceptable to them, what 
would be the next step? 

A Assximing we were awarded the order? 

Q Fabritech has already been awarded the order. 

As I understood your testimony, when we went back in 
in January we were going in to try to become a second 
supplier; is that correct? 

A Yes, Mr. ^5aloney. You want me to assume that v/e 
get a portion of the oncoming business? 

Q No, I guess what I am getting at is would we 
have had to submit a new prototype before they would give 
us any production order? 

A All right, let's assume that then. 

Q And if we assumed that, is it possible that we 
could have received any production order from Varian that 
would have called for delivery of production units before 
March 31, 1971? 

A Probably not, 

NR. MALONEY: Thank you. 
a 

TUL WIT^TESS: But if v/e had taken eight months 
to respond to coming in with the second unit, wo had 
pretty well chewed up the time, hadn't we, since August 22n 
and January 15th to get tha technical proposal and the 
pricing never did come until after the end of the measuring 
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year, 

Q Who was responsible for preparing the technical 
proposal? 

A The engineering department, which had then been 
moved to Maynard, Massachusetts, 2,000 miles away from 
where the work would be performed, 

Q Do you recall who the engineer is who was 
responsible for preparing the new technical proposal? 

A Mike Boyce, 

Q Is Mike Boyce an engineer who had been originally 
hired by Mr, Kovar? 

A I believe so, 

Q Did Plessey retain him during the.balance of 

the measuring year? 

A They did, 

Q Do you believe — 

THE COURT: Where v;as he, did he go to Boston? 

THE V7ITNEGS: He v.»as moved to Maynard, Massachusctt 
from Barbados. 

THE COURT: He was kept by Plessey but they moved 
uaroados to Maynaru, no. 

THE WITNESS: Yes, sir, 

THE COURT: 01:ay. 

THE V7ITNESS: You reminded mo that Mr. Boyce didn't 
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work for Mr, Kovar after Juno 9th, 

Q Of course,Mr, Kovar was no longer there, but 
Mr. Boyce continued to v;ork for ISL during the rest of 
the measuring year, ISL-1970, the new company that had 
been formed? 

A Yes. 

Q Do you have any reason to believe that Mr. 

Boyce was not doing his best to come up v/ith a new technics 
proposal? 

A Not at all, I didn't even mean to imply that, 
but he was no longer under the direction of Mr. Kovar, 

Q V7hat would that have to do v;ith it? 

A A great deal. Most people carry out the assign¬ 
ments that their bosses give tr them, 

Q Are you implying that Mr. Parr told Mr. Boyce 
not to atteiT;pt to develop — 

A I am not implying that at all, 

THE COURT: I think v;e are getting way off the 
trolley, guessing what other people might or might not do. 

Q Lot's turn our attention to v;eismantel, Mr. 
Tucker. I believe you testified yesterday that V.’oismantol 
requred quotations on 100 units of a 32 k stack? 

A That is correct. 

Q I believe the number you ascribed to that lost 
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order was $117,500; is that correct? 
A Yes, 


Q Is that the unit on which you testified that 
Mr, Parr gave you a quotation that was substantially 
higher than the competitive price? 

A Of $1,600, 

Q Dataram was quoting at $1175; is that correct? 

A That is correct, 

Q Do you recall when ISL originally for the first 

time ever submitted a quotation for that 100 units of the 
32 k stack to Weismantel? 

A I said I believed it to be some time in October, 

Q Do you have any recollection that before the 

quotation you talked about yesterday that Weismantel had 
requested quotations on that stack while Mr, Kovar was 
still with ISL? 

A Yes, I do. As a matter of fact, I recall v;e 
quoted it prematurely; i don't remember whether we quoted 

writing or not, but we quoted it on a basis 
that wo would furnish all the material, 

Q By the time — 

A (Continuing) And that the program was delayed 
or held up, 

Q By the time Mr, Parr was g^joting it, v/ho v;.-;c 
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2 

furnishing the material? 


3 

A Weismantel, 


4 

Q Weismantel was? 


5 

A Yes. 


6 

Q Do you recall what Mr. Kovar had quoted for the 


7 

stack? 


b4 8 

A No, I don't. 


9 

(Defendant's Exhibits CW and CX marked for 


XX 10 

identification.) 


11 

Q I show you Defendant's Exhibits CW and CX for 


12 

identification and I ask you if you can identify those 


13 

documents, 


14 

A These appear to be, first, a letter of October 23, 


15 

1969, from Mr. Kovar to Mr. Beloy, the Weismantel manager. 


16 

Q The second letter is a quote from John Grey, 


17 

our Chicago representative, to Weismantel Associates, 


18 

dated Febrnry 12, 1970. 


19 

THE COURT: Have you seen these before? 


20 

THE WITNESS: I don't recall seeing them before. 


21 

your Honor, 


22 

Q Looking at those exhibits, does that refresh your 


23 

recollection that at the time Mr. Kovar was auoting. 


24 

Weismantel was going to be supplying all the material? 


25 

A Yes. 

1 

1 
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Q So that had not changed by the time Mr. Parr 
was submitting a quotation? 

A No. 

Q What did Mr. Kovar quote back in October_ 

is that October, 1969? 

A He quoted six pieces at $1,650 each. 

Q What did he quote for the rest of the units? 

A Our untested assembly price would reduce to 

$1,250 per unit after the first six units. 

Q Do you recall why the second quotation was 
submitted by Mr, Grey in February? 

A I dv->n't know of any reason other than to update 
the q lote with the customer, 

Q Was there any change in the price that Mr, 

Grey quoted in February, 1970? 

A Yes, there was. Mr. Kovar’s letter had indicated 
that starting with unit number 7,‘the unit price would be 
$1,250. Mr. Grey didn't give the customer the $1,250 price 
in this quotation until he reached a hundred pieces. 

Q But for the first six pieces, was ISL still quotinjrj 
$1,650 by February? 

A Yes, 

Q I think we have established that both at the 

time of these original quotations and at the time you ad. cd 
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Parr for a quotation Weismantel would be supplying all 
the material; is that correct? 

A That is correct. 

Q Now, referring to your report of July 11, 1970, 
have you found it, Mr. Tucker? 

A Yes. 

Q On the first page under "Quotes requested. 
Received Weismantel request re look at labor hours 
estimate on this 30K x 20 with all materials supplied. 
Dataram at $1,175." 

Now, do you have any recollection of why we had 
not obtained any purchase order from V7eismantel based on 
those original quotations in October and February? 

A No, Mr. Maloney, you quote five and six times 
usually for every order that you capture. 

Q Now, when you testified yesterday that you had 

asked Mr, Parr for a quotation on the Weismantel job, 
you didnt nean that that was the first time that a quote 
had been requested for that job, did you? 

A No. 


Q So this 
a third quotation 
is that correct? 

A Yes. 


v;as, by July 11th we are asking for 

based on relooking at the labor hours, 

l 

949 


tOUTMtHN OltmiCT COURT nCPORTERt u.s. courthouse 
TOIET SQUARE NL« YORK. R.V. CO T 4StO 











837 


eohl5 Tucker-cross 

Q So it had nothing to do with material prices? 

A No. 

Q Is it my understanding that yesterday you did 
not recall receiving any response to this July 11th request 
until some time in October? 

A That is what I testified, Mr, Maloney, 

MR, MALONEY: What we have also done, your Honor, 
is that from time to time Mr, Gretton would send letters 
to Mr. Tucker in response to these weekly reports and we 
have included them in this exhibit as well. 

THE COURT: That is right, Mr, Tucker, you got 
letters from Mr, Gretton in this period In connection 
with your reports? 

THE WITNESS: Yes, sir. 

Q Just staying with your July 11th report, if 
you just turn past your July 11th report, we see a letter, 
dated July 17th, to you from Mr. Gretton, is that correct? 

A Yes, 

Q Now, if you turn over to page 2 of the letter 
we see the heading "Number 2" — withdrawn. 

The letter begins; "Dear Bill: 

"Thank you for the two marketing reports 
received on July 15, 1970, I would comment as follows:" 

And then "Number 1" is a response to your 
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July 4th report and going over to the second page it 
says: 

"Number 2, Week ending July 11, 1970," 

Going down to C, it says: 

"Weismantel, new quote will be ready for Frank 
Parr by July 20th." 

Does that refresh your recollection that, in 
fact, ISL under Plessey did promptly respond to your 
request for a now quotation in July? 

A No, Mr, Maloney. 

Q It doesn't? 

A It does not. 

Q All right, 

A Because you are-referring to the cost estimate 

coming out from the plant to Mr, Parr. 

Now, v/hether it arrived on July 20th or not, 

I don't know, 

Q But you have no recollection of Mr, Parr giving 
you a new quotation in July, is that correct? 

A That is correct, because Hr, Parr took those 
cost estimates and did the marking up of them to generate 
the prices, 

Q Is ho got all of that material from the plant 
in July, as f'.r, Grotton had promised, would it take him 
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from July until October— 

THE COURT: How does he know? 

MR, MALCNEY: All right. You have no recollection, 
Q Would you turn to your weekly report for 
September 19th, At the top of the first page, do yoahave 
it, Mr, Tucker, September 19th? 

A Yes. 
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Q Under the hoadinq "Requested Sunnarv," it 

says"\7eisnantel 32K x 20, all material furnished .7ay." 

And next to that someone has written the v/ords 
"Poor credit risk." 

Nov;, do you recognize that as your hand\;riting? 

A Yes, I do. 

Q Could you explain to the jury v;hat t’lat meant? 

A Well, it meant that in the particular history 
of V/eismantel, they had gone through a period \;hero they 
\;ero not promptly paying their bills. 

Q And you indicated by that handv’ritton comment 
that v;e should stop pursuing that order that v;e had I con 
chasing since Octol;er, '69, because of Ucismantel's poor 
financial condition? 

A No, .’’r. Maloney, that *.;as a note v;ritton to 
myself. It did not ai>pcar in the report and T did not 

send it to anyone. You received it simply because you 

Xeroxed my notes. 

Thi; COURT: It's not in the copy I have. 

A (Continuing) I also would like to bring out 
v;hilc wo are on the subject of '.Jeismantcl -- 

MR. f’ALO'irV: Pxcuso me, vour Honor, it's not 
on tl'.e copy you have, December 10? 

THr COURT: No, nothing on that. 
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MR. r!ALONF,Y; On these Mr. Tucker v/as using the 


American dates. The dates arc not reversed on these 
reports, sir. 

MR. McCOMTIELL: I think the witness's explana¬ 

tion vras that these are Xeroxes of copies ho furnished from 


his file. 


THE WITNESS: I night add v;e had a number of 


companies that were existing customers who were poor 
credit risks. 

Q VJcll, if you are going to operate a business 
at a profit, is it a good business practice to take 
orders from companies that nay not be able to pay you for 
the products you deliver? 

A I didn't say tliat. I said that they v7cro late 
in pa'/iaent. It is all njlative, !lr. Maloney, 

Q Do you have any recollection of wlicther Weis- 
mantel had let this contract for 100 units to any other 
vendor by September or October, 1970? 

A No, not to mv knov7lodgo. 

0 Would that be because they didn't have the 


money? 


THE CONRT; He doesn't l:nov/ vrhy not. I don't 


see hov; you can pin him do-.rn on that. Oljviour.lv, he doesn't 


l:nov' that. 
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1 

Q Mr. Tucker, do you recall in February, 1971, 


• 3 

you made a trip v;ith Mr. John Grey, one of the regional 


" 4 

representatives, to visit his customers? 


1 

*1R. McCOMMELL: Do you have some specific 


6 

report? 


" 7 

MR. MALOMEY: February 27. 


1 ^ 

THE V7IT:iEFS: .1 have found it. 


9 

Q Let's look at your woel:ly report for that v/eek 


" 10 

before vre turn to the trip report. For your v.-eekly 


1 

report for February 27, 1971, at the bottom of tlie first 


12 

page it says, V7oisnantel re Quote 32K x 20, all material 


* 13 

furnisiicd, untested cruantities, due 3-31." 


1 

Mow, v’ould you explain to the jury what that 


■ ^ 

entry means? 


16 

A It means that v;hen \/o v'ore on the trip -- 


1 

0 Let me v;ithdra\; the question and ask — 


■ 

A — it is a request for nuotation, ’’r. Maloney. 


19 

n Would that indicate that V/eisnantel by Februarv 27 


1 ^ 

had still not let an order to any vendor for that 100 units 


■ 

of tlie 32K stac).? 


22 

A I ;t necessarily, Mr. Malone'^. I have no \.’ay 


1 ^ 

of tolling. It could be the second hundred. It could be 


S 24 

the third hundred. 


25 

Q You have no '-ay of recalling? 
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A I have no way of knowing. 

0 Your trip report with Mr. Grey for February 27 
is innediately follov;ing that weekly report. Turning 
to the last page of the trip report, the last entry is 
Weismantel, Joe Beloit,purchase; "This conpanv is in 

financial good health and we picked up the tv;o RFQs 
listed this v;eek." 

Do you have any recollection of what that was 
intended to indicate to ISL? 

A It was sinplv a report, as I recall. Weis- 
mantel had gone through a very difficult period in v.’hich 
they had not gotten their financing, and by tlie time v;e had 
visited them here in February I do recall one of the first 
things we heard v.'hcn wo wail;cd in was that the financing 
had come t'nrough and they had x’lenty of working capital 
and they were expanding. In fact, I recall they shov/ed 
us a nev/ building that they were building. 

Q Well, during this discussion do you recall asl.ing 
Hr. Beloit v;hothor or not they had ever lot the contract 
for the 100 units of the 32I< x 20? 

A No , I don't. 

0 I believe vesterday you also testified concerning 
a possible order from lloncy\.'Gll/Framir.ghan in \7hich a 
fiuote \;ar. reoucsted on or a!)Out January 9, 1''71. Tliat 
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v/ai? the one where v.'o v/cre the highest bidder out of all 
of the 11 companies tliat v/ere competing? 

A I remember. 

0 A 4K X 18 stack? Is that correct? 

A That is correct. 

Q And by your calculation yosterdav you felt that 
because of our not competitive pricing v;e had lost an order 
of $300,000? Is that correct? 

A That is correct. 

A How, based on the amount of tine you have told 

us it taJ'.es botv/ecn submitting a cniotation, obtaining an 
order, and beginning to make deliveries, is it possible, 
is it physically possible that even if v/e had obtained 
this order we could have delivered any of that $500,000 
order by March 31, 1971? 

A It's possiljle v'o could have delivered some. 

THr COURT: That is a little hard for ”ou to 

judge? 

THR VJITtirnC: As I recall, this particular stack, 
4K X 18 3-v/ire 22 mill \;as quite close to the standard stacl: 
which I referred to previously tliat Mr. Bovco liad designed 
that was not taken into Varian. 

Q bo you recall t'.iat prior to Januar'/ 9, L97] , 

Ifb luad, in fact, s'llnittcd a quotation for t’'.o 4K x 13? 
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A That we had. 

Q Yes, that we had submitted a quotation, so that, 
in fact, the January 9 request was for a ro-nuote? 

A Mr. Maloney, there is no request for quotation 
in the January 9, 1971, weekly report from Honoyv/ell/ 
rraminghan. 

Q I was not referring to the weekly report. 

I thought you said in your testimony yesterday that it v;as 
on or about January 9 that the quotation v/as requested? 

A no, it was in the January 9 report where v’o 
find the results of our having quoted, the feedback, namely, 
to be told by the purchasing people, ’!rs. Eleanor Smith, 
that v;e were 11th out of 11 — under Huntoon, page 1, 

Section 3, paragraph B, Huntoon. 

O I shov; you Defendant's Exhibit CY for identi¬ 
fication and T ask you if you can identify that document? 

MR. McCOUMELL: !!ay T see v;hat you are shovring 

him? 

THE COURT: You v/ill. 

A I have never seen tliis before; 

THE COURT: You can't identify it? 

THU, \'TTnEr.S: Hov.’cver, I notice that it confirms 
r'.v statement, ’Ir. Parr ouoted .06 cents per bit on our 
4IC X 10, but T an rather iip.set to learn that hovrjnt 
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1 2 

directly to the customer v;ith not so much as a copy to me. 


1 ^ 

THE COURT; With that we will take a short 


4 

recess, ladies and gentlemen. 


1 5 

(Recess.) 


1 ^ 

THE COURT: You may proceed, Mr. Ilalonev. 


7 

BY !1R. r’/iLOIIEY; 


1 8 

0 With respect to the Hone'^'\-;ell/rraningham request 


1 ^ 

for quotation, do you recall the date by v/hich the ouotation 


10 

had to be sulvnitted to Honeyv.’ell/Franinghan and any addition¬ 


■ 11 

al presentations that would be made ir order to obtain the 


1 ^ 

order? 


13 

A Not offhand. I \/ould have to look back and 


■ 14 

sec. 


1 XX 

(Defendant's Exhibit CZ narJ'.cd for 


16 

identification.) 


■ 17 

C Mr. Tucker, I sl.ov; you Defendant's Exhibit CZ 


1 

and ask you if you can identify that? 


19 

A 1 have never seen this before. 


■ 20 

THE COURT: Then ho can't identify it. 


1 

Docs it refresh your recollection? 


22 

flR. r'ALONEY; Up at tlie top I believe there are 


• 23 

some \7ordn saying "Einal Eresontation 2/1/71." 


1 ^ 

0 Docs that refresh ”our recollection that that 


25 

\;as the final date for suLmisiiion of r-uotations to Honevv;ell/ 
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rraminghan for this contract? 

A No, it doesn't, I'm sorry. 

Q I shov; you again Defendant's Txhibit CY, v/hich 
was the quotation submitted by Mr. Parr to Mrs. Smith at 
Honey\;oll/Franingham and turning to the second page is 
a quotation on the 4K x 18, and folloT.’ing the prices it 
says lead time, quantity of one, earliest ten v;eoks AHO. 

Could you explain to the jury v;hat ARC means? 

A After Receipt of Order. 

Q And it says then normal delivery 12 v.’oo]:s AKO, 
and then beneath that it says all other ouantities earliest 
8 v;eeJ;s ARO; normal delivery 10 weeks AP.O. 

I ask you if that refreslies your recollection 
that it would have taken at least -- 

THR COURT: I think this is sort of difficult. 

You never saw that thing })efore, did vou? 

So that is sonetliinq that Parr sent out v/ithout shov;ing it 
to you? 

TllR WITMIkSS: I don't l:now the relationship 
botv;oen the delivery of the quotation and the deliver’' of 
the product. If you give 10 v;ool:s y^RO, that is your deliver'/ 
promise. 

(' bet me as): you one further question. Tf t)'!^ 

final date for ' u.! n,i •■.sjon of i-uotations ’.;as Pobruarv' 1, 
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1971 — 


A It v;as not, sir. That is the English notation, 


It is 1/2/71. 


0 January 2? 


Yes. 


0 Assuming that is correct, that it v;as January 2? 

A \7cll, I am not ass’jming, I an looking at ny 
report dated December 19 under Quotes Requested lloncwell/ 
Framinahom, and then it lists the 3000 pieces of the 4K x 18 
3-v;ire 22 mill, and I have said right there duo 12/31/70. 

0 Using that date, based on the quotation v.’hich 
Mr. Parr submitted, vrhat v.’as the earliest date by v;hich 
v;e v.’ould begin delivering products to Iloncvi/ell/rraninghan 
if we had received the order? 

A 10 v.’oelis na):os it the second week in March. 

0 So there would ho only tv;o weeks loft in the 

measuring vear v'ithin v/hich wo could make deliveries under 
tliat order if we had obtained it? 

A No, throe v'oeks. 

0 Excuse re. T’hen you said 2-1-71 is the English 
system and it should I'o really 1-2-71, is that Defendant's 
Exliibit CZ for identification to v;]iich vou ’.*oro referring? 

A '/hen you said 2-1-71 I assumed you Iiad gotten it 
off of tliat. You handed r.e tliat and that is v/hat it sav's 
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there, 2-1-71. 

0 Let me shov; it to you again. 

A I told you, I have never seen this before. I 

assume this is some notation of Mr. Parr. 

THE COURT: I don't think the v/itness can answer 

it. 

THE WITNESS: In fact, it says right here, Mr. 
Maloney, it says reply needed December 31, 1970, latest, 
which is exactly what I read to you a noment ago from my 
report 12-19. 

Q But none of the other dates on that document arc 
reversed under the English system? Is that correct? 

THE COURT: I am not going to got into that. 

I vrill sustain an objection totliat. It is a document he 
has not soon, and I don't hnov? why you go into it. 

Q I think tlic largest order you told us about 
yesterday \7ar. Technology Marketing, v.’hero according to 
your calculations you indicated that you thought we had 
lost an order for a million dollars based on non-competitive 
pricing? Is that correct? 

A That is correct. 

?'.R. McCO!IIir,I.,L: I don't think tliat is ouite an 
accurate cliaractcrization of liis testimonv. I think ho 
said tlie potential ort^’or was a million dollars. 
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XX 


2 

THE COUIIT; Is that what you said? 

3 

THE V7ITIIESS: T said had v.’e captured one- 

4 

quarter of the order on Iton 1 alone, 4K x 16, it would 

5 

have been a million dollars. 

6 

Q I believe you testified that the competitive 

7 

price at wliich mc v.'ould have to build in order to obtain 

8 

that order v/as $400 per unit for the 4K x 16? 

9 

A Yes, that is right. 

10 

Q Did I understand your testimony correctly that 

11 

that request for that ouotation v/as on July 11, 1970? 

12 

A Yes, that is correct. 

13 

0 Do you have any recollection of vdiether or not 

14 

Technology Marketing had romjostcd a ouotation from lEb 

15 

in Aprilv/ith respect to a 4K x 16? 

16 

A Mg had quite a number of renuests for a quote 

17 

from Technology VarJtcting. V.’hat month do you refer to? 

18 

0 April, Mr. Tucker, April, 1970. 

19 

A I an sorry, nv Ixjok. that you gave re here sk.ijTs 

20 

from from Marcli to June. 

21 

’*0. JLALO !i.Y; I )iave not boon able to find anv 

22 

reports l5et\'eon March and Juno. Tliat is w}iy thev are not 

23 

included. 

24 

(Defendant's I'xhiljits DA throng,h and including 

25 

DT narl'.orl for identification.) 
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0 Now, Mr. Tucker, I show you Defendant's Exhibit 
for identification and asl: you if you can identify that 
docunent? 


A It appears to be a quotation dated T'pril 13, 
1970, from Cam Jev/ett, our last representative, to 
Technology/ ".arketinq,together v/ith a cover note to Mr. 
Kovar from Mr. Jev/ett, and v;e v.'ere Quoting to Technology 
jlarJ.cting on tlio 4K x 16 in that quotation. 

0 Can you tell from the docunent, Mr. Tucker? 

A VJhat v;o v/ore qxioting? 

0 Yes, v;hat did v.'o quote to Technologv Marl;oting 
for the 4K x 16? 


A For AK x 1C 20 nil — youv;ant the largest? 
Q V7ell, perhaps you could. 

A Vic quoted COO pieces at $4 35 each. 

0 That v.’ould l-e the higher Quantity? Is that 
correct? 


A That is the highest one in this Quotation here. 

0 I shov; you Defendant's Exliihit DM for idonti f ica- 

tion and asl; you if you can identify that docunent? 

A This appears to be a Quotation dated April 14, 
again from 'ir. Jewett, to Technology Marketing, quoting the 
sane 4i; x 16, 600 pieces at $450. 

0 Had lie lo\7ored his price? 
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2 

A Yes. 


3 

Q I show you Defendant's E.'thibit DC for identi¬ 


4 

fication- and ask you if you can identify that? 


5 

A It is a letter from Mr. Kovar to mvself dated 


6 

April 17. 


7 

MR. llALOill.Y; I offer it in evidence, vour 


8 

Honor. 


9 

MR. McConnell: Mo objection. 


XX 10 

(Defendant's Exhibit DC received in 


11 

evidence.) 


12 

MR. MM,ONLY: May i read it to the jury? 


13 

THEGDI’RT: Yes. 


14 

Q Do you recall \:ith reference to the Technology 


15 

•larteting ([uotation that you tor.titiocl to yesterdav, whother 


16 

it was a 20 till or soma othor f/fo? Do you havo any roool- 


17 

lection? 


18 

A That v/as a 20 nil. 


19 

0 Tliat VMS a 20 mil also? 


20 

A Yes. 


21 

( Ir. Maloney read from Defendant's E.xhiJiit DC 


22 

to the jury.) 


23 

i 

0 I sliov; you Defendant's Exliibit DD and I asJ. you 


24 

if you can identif” t)iat document? 


25 

A A letter dated .\rril 20, 1070, from Mr. Rovar 
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to ?lr. Jewett, subject; Technology Marketing. 

Q Was tliis a copy sent to you, ”r. Tucker? 

A Yes. 

Q Do you recall receiving that letter? 

A I apparently did. 

MR. MALOIIEY; This apparcntlv should not ho 
attached. I thin); Mr. Kovar just made that out for his 
secretary to typo fron. 

THE CorRT: V/oll, show it to Mr. McConnell. 

MR. MALOIJEY: Do v/e agree wo do not need the 
handv;rittcn copy? 

MR. iMcCOiniELL: Yes. 

MR. MAI/^NEY: I offer DD, your Honor. 

(Defendant's rxlii})it DD received in 

evidence.) 

MR. ?7\L0?IEY: May I read it to the jury? 

THE COURT: Yes. 

("r. Maloney read fron Defendant's 

Exhibit DD to the jury.) 

0 I'r. I'ucl.or, I slio\; you Defendant's Ex’iihit DE 
for identification and I as): you if you can identify that 
docuTi'.ent? 

A It is a letter fron Mr. Jewett bac): to *’r. Kovar, 

subject; Teclinolog” "arleting, togetl^er v;i th a series of 
quantity versus price, graphs of ruantity versus price. 
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1 T4 2 

Q Mr,Tucker, do you recall ever Deceiving a copy 


■ ^ 

of that letter in April, 1970? 


4 

A It appears I did. 


1 

MR, MALONEY: I offer it in evidence, your Honor, 


■ ^ 

MR. MCCONNELL: May I see it? 


7 

No objection. 


1 

THE COURT: All right. Exhibit DE will be received 


■ XX ^ 

(Defendant's Exhibit DE received in evidence.) 


10 

MR, MALONEY: Your Honor, it is a long letter. 


I 

Rather than reading it, could I just ask Mr, Tucker — 


■ ^ 

THE COURT: Who is the letter between? 


13 

MR, MALONEY: From Mr, Jewett to Mr. Kovar and 


1 

I think Mr, Tucker had indicated he had received a copy 


1 ^ 

of it. 


16 

THE COURT: I think I would rather have you read 


1 17 

any parts you v;ant to road and I will let Mr. McConnell 


1 

read anything he v;ants to read, I don't know why Mr, Tucker 


19 

v;ould be called upon to evaluate v/hat these other people 


1 20 

vrere talking about. 


1 

MR. MALONEY: All right. The first part talks 


22 

about the problems v;ith reducing or changing the quotations 


1 23 

referred to in the prior letters that v;e had introduced 


■ 24 




in evidence. 


25 

Mr. Jewett then goen on and this is addressed 


■ 
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to Mr. Kovar on April 24th. 

(Mr. Maloney read from Defendant's Exhibit DE 
to the jury.) 

Q Now, do you know what Mr. Jewel was referring 
to when ho said, "On the basis of our performance with 
Modicon and Raytheon"? 

A I believe so. I think those v;ere tv;o customers 
who Technology Marketing had played a role in our becoming 
one of their vendors and, if I remember correctly, v;e 
had had some quality and delivery problems. 

Q That was back in April, 1970? 

A Yes, 

Q What is FMI, Mr. Tucker? 

A Electronic Memories, Inc. 

Q Was that one of ISL's competitors for the type 
of contracts they wore trying to obtain? 

A Yes. 

Q When Mr. Jov/ott said: "The order v;ont to EMI 
on the basis of the greater confidence factor, local 
engineering and repair and a lower buy back price schedule", 
what was he referring to there? 

A Do you v^ant to take those one at a time? 

Q Sure. . 

A What is the first one again, please? 
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Q Greater confidence factor, 

A I think that is self-explanatory, eMI is 
also in suburban Los Angeles, They have access to each 
other's plants. They probably know each other better, 

V?e are in Barbados, 

Q How about local engineering and repair? 

A The same thing. They are a few miles apart, 
across town. 

Q I® it fair to say that when a customer makes 
a decisin as to which vendor to choose, he considers 
other factors in addition to price? 

A Yes, 

Q The customer doesn't just accept the lowest bid, 
but considers those other factors such as confidence, 
where the engineering and repair facilities are located 
and perhaps other factors, is that correct? 

THE COURT: Price, quality and delivery, is that 

rj gbt? 


THE WITHIJSS: Yes, sir. 

THE COURT: Okay. 

Q Finally, i shov/ you Defendant's Exhibit DF for 

identification and I ask you if you can identify that. 

A It appears to be a letter from Mr. Kovar to 

Mr. Jewett, dated April 28, 1970. 
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2 

Q Do you recall whether or not you received a 



3 

copy of that letter? 



4 

A I don't recall, but l probably did. 



5 

MR. MALONEY: I offer it in evidence, your Honor. 



6 

MR. McConnell: May l see it? 



7 

No objection. 



8 

THE COURT: All right. 


XX 

9 

(Defendant's Exhibit DF received in evidence.) 




MR. MALONEY: May I read it to the jury, your 



11 

Honor? 



12 

THE COURT: Go ahead. 



13 

(Mr. Maloney road from Defendant's Exhibit DF 



14 

to the jury.) 



15 

Q Mr. Tucker, will you explain to us what conditions 



* 

would have changed between April, 1970, and July, 1970, 



17 

which would have permitted ISL to bid on the now request 



18 

for quotation by Technology Marketing for the 4K x 16 



19 

at a price of only $400? 




A As opposed to $460? 



21 

Q Let me get the last price rate. 



22 

Yes, in Defendant's Exhibit DD for idortification. 



23 

Mr. Kovar had indicated that for up to 500 his iov.’ost 



24 

price would be $460. 



25 

A Well, the two most important things, Mr. Ilalon'-y, 
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in the first place, the prices of the cores thcsnselves 
decreased, but the other point is you've got oranges and 
apples there. You've got 600 pieces, only 600 pieces 
at $460, and over here we are talking about 2,500 pieces 
minimmn or a 10,000-pioce quotation at 400. i don't 
see how you could make any comparison. 

In fact, if ycumake a comparison, it seems to 
me they fall right on the price quantity curve, 

Q So, you feel that the difference was that the 
first order v/as limited to just 600 pieces? 

A It wasn't limited. It is a specific quotation, 
quantity 600, unit price $460. 

I am talking about over four times the quantity, 
2,500 pieces at $400 v;as how I got my million dollar 
estimate, 

the COURT: V7hat you are saying is that once you 
set up to marufacture an item and you manufactured sub¬ 
stantially larger quantities, you had your setup so that 
yourimnufacturing cost is less? 

THE WITNESS: Yes, sir. 

THE COURT: The jury and I don't know about all 
these technical things, but I think wo can understand that. 

Q Are you familiar with how ICL obtained^their 
cores, who they purchased them from? 
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A We purchased from two sources, Ampox and EM&M, 
EMI, as you referred to it. 

Q Do you have any idea of what the contractual 
relationship v;as with those two suppliers, how much core 
we were required to buy from them during 1970 and at 
what prices? 

A I recall having known at one time, but I don't 
believe I have any records. 

Q Do you have any recollection of whether you 
ever knew whether or not we would have a right to demand 
that they sell us cores at lower prices if the market 
price generally for cores went down? 

A I have no kno’vledge. 

Q With respect to the million dollar order itself 
on v/hich the r’lotation was requested in July, do you 
have any recollectiov« when deliveries were started under 
that contract if we had obtained the contract? 

A No, I do not, Mr. Maloney. 

Q Do you have any recollection — 

A Excuse me, I find in my July 11th report, 
epposite Mr, Jev;ett, Technology Marketing " The above 
rfq is perhaps the most important one 'n this area for 
fall 1970 and '71 business. The 10,000 units v/ill probably 
bo split throe ways, 2,500 units will go for cents per 
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1 

bit." 


■ ^ 

So, to answer your question, it was for fall 


4 

delivery, according to my records. 


1 

(Defendant's Exhibit DG marked for identifica¬ 


H XX ^ 

tion.) 


7 

Q Mr. tucker, I show you Defendant's Exhibit DG 


■ 

for identification and I ask you if you can identify that 


■ ^ 

document. 


■ 1 

cr 

o 

A I have never seen it before, Mr. Maloney. 


1 

Q You will notice that it is signed by Robert 


■ 1^ 

K. Lowry and it is on the stationery of Technology Markctinc 

• 

$ 

13 

is that correct? 


1 

A Yes. 


■ 

Q The subject is "Request for quotation, job 


16 

118. Then it gives some additional information. 


1 

Would this be the request for quotation that 


■ 

you discussed in you: testimony yesterday? 


19 

A It appears to bo, Mr, Maloney. 

* 

1 20 

fiR, MALCCTEY: I offer it in evidence, your Honor, 


H 21 

MR. McCQi:iIELL: No objection. 


22 



XX 

(Defendant's Exhibit DG received in evidence.) 


I 23 


MR. McCOi'THELL: Is this a copy for me, I'.r. Maloney? 

1 ^ 

MR. MALONEY: Yes. 


2 r» 

MR, McConnell: Thank you. 
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MR, MALCaJEY: Your Honor, may I read parts of it? 
I will try to leave out the more technical information, 

THE CCXJRTt On the same understanding, if Mr, 
McConnell wants to read anything. Go ahead, 

MR, MALONEY: Certainly. 

(Mr, Maloney read from Defendant's Exhibit DG 
to the jury.) 

THE COURT: Why don't you identify Mr, Keppel 

again? 

Q Mr, Keppel was the chief engineer at ISL, is 
that correct, Mr, Tucker? 

A Yes. 

THE COURT: In Barbados? 

THE WITITESS: In Barbados. 

MR. MALONEY: Yes, sir. 

(Mr, Maloney continued reading from Defendant's 
Exhibit DG to the jury.) 

Q Stopping right there, Mr. Tucker, would you 
explain to the jury why Mr. Lowry v;as not identifying 
the ncune of his client? 

THE COURT: Hov; does he know? 

MR, MALONEY: He does know, your Honor, 

THE COfJRT: I don't knov; really. Any objection 
to that? I don't quite know v/hy you ask this v/itners 
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things because some other guy says that he won't give 
the name of the client. 

MR. MALONEY; Let me withdraw the question, your 
Honor, and I will ask a different question. 

Q Would you explain to the jury, Mr, Tucker, 
what the business of Technology Marketing \ras? 

A Technology Marketing was the most successful 
and best kno\/n memory consullants in the computer industry. 
They v;ould take over the complete job of designing and 
prototyping, creating a bill of material and even placing 
the initial orders for a customer, 

Q They v;ould do this — 

A They would do a complete turnkey job as far 

as the memory was concerned and this permitted many 
companies to economize and not have a full blov;n memory 
engineering department, 

Q So, rather than the com.puter manufacturer him.sclf 
going out and soliciting the orders and the design proposal.' 
the manufacturer \/ould retain Technology Marketing to do 
that initial v/ork for it? 

A That is correct, 

Q So that the order v/ould not have been v/‘th 
Technology ;!ark''t’ng, but v»ith the customer to whom Mr. 

Lov'ry i.s referring in the letter, is that corre^'t? 
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Not necessarily. As I tried to say, Mr. Malone 
and in many cases Technology Marketing v/ill actually place 
the production orders for the client so you can have 
orders from Technology Marketing or you can have it from 
their customer, depending on their arrangement. 

MR. MALONEY: All right. 

(Mr. Maloney continued reading from Defendant's 
Exhibit DG in evidence to the jury.) 

Q Could you explain to the jury v/hat that means? 

A I can't explain it other than what it says there, 

Mr. Maloney. 

MR. MCCONNELL: Your Honor, he didn't write this 
letter; i^t didn't come to him. 

THE COURT: I am surprised you are asking this 
gentleman to tell you what Mr. Lowry means v;hen he writes 
Mr. Keppel on June 27, 1970, unless there are some words 
of art or something like that that i think he could help on 
THE WIITTESS: There is no technical content to the 
sentence, Mr, Maloney, it is straightforward. 

THE COURT: I think it v/ill have to speak for 

itself. 

r*R. I!AL0NEY: Lot me ask some CTUestionc then. 

Q Was it your understanding that v/hen Technology 

Marketing v/as requesting a quotation that there v/aild be 
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any actual production order cornmencing in 1970 or would 
there only be a prototype order for the small pilot run 
in 1970? 

A It was my understanding that there would be 
production in the fall of 1970, as I so reported and 
read to you from my report of July 11th, 

MR, MALONEY; Let mo continue reading, your 

Honor, 

(Mr, Maloney continued to read from Defendant's 
Exhibit DG to the jury,) 

Q Now, with respect to obtaining the order for 
10,000 units of production, do you recall that it would 
bo necessary to build the prototypes referred to in 
Mr, Lowry's letter to the satisfaction of Technology 
Marketing before any order for 10,000 units would be given 
to ISL or any other vendor? 

A Of course, Mr, Maloney, but I don't consider 
a 120-unit of 4 k by IG a prototype order, 

Q No, but this calls for— 

THE COURT; I notice the next sentence says; 

"Order let date is scheduled for July 27, 1970." 

MR. MALONEY; Y^s, sir. 

Q The 129-p'Cce order is not v;hat you v;erc referrin' 
to in your testimony y'*stcrday v/hen you referred tc 
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an order of $1,000,000, is that correct? 

A Obviously, 

Q What was the price of the unit, $400 you said 
would be the competitive price? 


A Yes, 

Q Do you recall that based upon the request for 
quotation the only thing that would be delivered during 
1970 were the five prototypes plus the 115-unit pilot run 
at $400 per unit? 

A I don't understand the question. Will you say 
that again, please? 

(Question read.) 


A I don't know how you arrived at that, 

THE COURT: The answer is no, then? 

THE V:iTNESS: No. 

THE COURT: Don't argue about it. That is not 
your understanding, i take it, is that right? 

THE V7ITNESS: That is right. 

Q How many units did you understand vrould bo called 
for for delivery in 1970? 


A I didn't know at the time that I made my notation 
here. i raid the fall of 1970. Nov;, just using this 
document that you crjne up with, it says the order let date 

vrli be July 27th. It says that the art work, manufacturing 
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drawings and circuit boards for the first prototype 
will be furnished. 

It would be reasonable to think that you could 
run that in three months after you got the order, August, 
September, October. 

Q Just one final question. 

i 

A (Continuing) And still have two months left in 
the year to — 

THE COURT: You have answered the question. 

Q Just one final question on this. Referring 
to the first sentence in the fourth paragraph of Mr. Lowry' 
letter, it says: 

"The initial will be for a pilot run of 120 units 
v;hich will be followed by production runs of up to 10,000 
units for 1971-72." 

I ask if that refreshes your recollection that 
the 10,000 units were to be delivered over the tv/o-year 
period 1971 and 1972? 

A No, Mr. Maloney, it does not. 

(Defendant's Exhibit DH marked for identification.) 

Q Mr. Tucker, I show you Defendant's Exhibit DH 
for identification and I ask if you recognize that letter, 

A I have not seen this letter. I got a copy of it, 
but I don't recollect it. 
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Do you mind if i read it? 

MR. MALONEY: I offer it in evidence, your Honor. 
THE COURT: Any objection? 

MR. McConnell: no objection. 

THE COURT: It will be received, 

(Defendant's Exhibit DH received in evidence.) 

Q Mr. Tucker, what were conditions in the industry 
in which ISL was competing in 1970? 

A The calendar year? 

Q Yes. 

A They were rather good although they were down 

slightly. I am speaking in general now. They were doivn 

slightly from the previous year, 

Q How about the last six months of 1970? 

, THE COURT: What do you v/ant him to say about 

that? Aa cor.parod to the first six months or compared 

to the last six months of the prior year or what do you 
mean by that? 


YOU mean compared to the first six months? 

Q Compared to the first six months, Mr. Tucker. 

A They were not as good. 

Q Was there, in fact, a recession in the industry 
in the last six months of 1970? 

the COURT: We r-ad all about recess.ons. but 
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I don't know that I want to get into what a recession is. 
Let's have him answer what the basis was for the condition 
in the industry so far as he can recall that. 

A I would say that the amount of business that 
was available or the level of activity in the computer 
industry in general was lower in the last six months of 
1970 than it was in the first six months. 


981 

SOUTHERN DISTRICT COURT REPORTERS. U S. COURTHOUSE 
FOLEY square, new YORK. N.Y. CO T-4SS0 








/ 

/ 


ninpl Tuc]'.er-cro53s 868 

Q Was it much more difficult to obtain new orders 
than it had been in the first six months of 1970? 

A As far as ISL is concerned? 

THE COURT; Yes. 

THE V/ITNEES: Slightly, I guess. 

Q Only slightly? Referring to your weekly report 
for the v;eek of July 11, 1970, Mr. TucJter, on the first 
page: 

"Activities; A. Direct - \;ith the summer 
slump nov; on top of tlie recession in the computer 
industrv very few summer bookings are expected. 
Hovrever, the REOs and prototypes at the plant are 
for Pall 1970 and 1971 business. They are vital if 
we intend to grov; to 500 people." 

V.o\\ v.’hat v?ere you attempting to convey to tlie 
people at ISL by those remarks in your v;eekly report? 

A T v.’as trving to say that I did not foresee mucli 

activity in our suTi'mcr l.)Oo):ings, and T v/as trying to point 
out tliat t)ie reqtiest for quotes v;hich V 7 e had acquired in 
the^ring and the i>rototype orders v.diich v;o had in tl;e 
plant were, as I say, the l-ev to the T^all of 1970 and 1071 
I'usiness and if v:e intended to gro'-r as \.'e had. 

0 ’7ill vou e::jilain x.’hat vou meant )jv the suni'''er 

si umjj? 
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1 

A The nonths of the summer period is a slov/er 


1 

business period. It is an annual event that happens. 



Plants are sonotines shut do^/n for tv;o weeks. Key people 


1 5 

take vacations. it is just a ceneral slov.’inq do’/n. 


6 

0 When does activity usually pick up again? 


7 

A .Mv experience has been it is after Labor Dav. 


8 

Q And in 1970 did business pick up again after 


9 

Labor Dav? 


10 

A Hot as it should have. 


11 

Q Do you recall why not? 


12 

^ I don't reall'' knov; the underlving reason, *?r. 


13 

’’a lonny. 


14 

0 Mr. Tucker, could you explain \,’hat an annual 


15 

buy is? Are you familiar vrith that term? 


16 

A Ajinual buv is v;hen a customer v;ants to get the 


17 

lov.’er price that goes with a larger guantity and he is 


18 

immediately ready to place a purchase order tor, so he 


19 

estimates hov/ many he v/ill use for over a period of one 


20 

year annual bu’/, and ho makes purchase order releases against 


21 

this intent o\iantity and he thereby gets the lo'-zer nr ice 


22 

tliat goes wi tli the hiftliorcjuanti ty on the smaller orders as 


23 

ho releases t’lom out. 


24 

0 Hovr, referring L'acl; to ':’echr.olon'/ Marketing, 


25 

do you recall wliother or not that e'as an annual hu”? 
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A I referred to it as an annual buy. 

THE COURT: All rioht, gentlonen, v;o v;ill recess 
nov; until 1.45. Than!; you very mvich. 

(Luncheon recess.) 
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AFTERNOON SESSION 

1*45 P.M. 

(In open court; jury present.) 


WILLIAM TUCKER, resumed, 

THE COURT: Good afternoon, ladies and gentlemen. 
All right, Mr, Maloney, you may proceed, 

CROSS EXAMINATION CONTINUED 
Bf MR. MALONEY: 

Q Mr, Tucker, do you have any present relationship 
with the plaintiff in this action. Scientific Holding 
Corporation? 

A I am a stockholder, 

Q How many shares do you own? 

A I own 3,500. I would like to add that I acquired 
those shares through options, including foregoing taking 
certain expense accounts while I was working full time for 
them. 

Q Mr. Tucker, I show you a copy of Defendant's 
Exhibit D for identification, the ISL-1970 sales forecast. 
I believe you identified that yesterday as the document 
that you and Mr, Kovar prepared based on the conference 
sales representatives in Barbados in December, 

1969. 
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L ^ 

A That is correct. 



P ^ 

Q On Exhibit D I see a contract for or a pro¬ 



1 ^ 

jection for Raytheon of $88,500; is that correct? 



L ^ 

A That is what it says on the third line from 



1 b2 6 

the bottom. 


1 

1 ' 

Q I show you Defendant’s Exhibit DH, one of the 



L ' 

exhibits I showed you this morning, the July 6, 1970, lette 

r 


1 ^ 

from Mr. Jewett to Mr. Hewitt, and I believe in reading 


1 

L 

that letter he indicated that the Modicon units ISL 


1 

L '' 

is presently supplying were ordered through Tmi as were 

1 

1 

the Raytheon computer stacks later cancelled. 


■ 

I ask you whether or not you can recall whether 


” 14 

Mr. Jewett is referring to the Raytheon order, which 


15 

appears on the 1970 sales forecast. Exhibit D. 


16 

A I believe he is. 


" 17 

Q So that, in fact, some time prior to July, 1970, 


18 

ISL had obtained the order from Raytheon in the amount 


■ 

of $88,500? 


20 

A Approximately, 


21 

Q Or in some amount? 


■ ^ 

A Yes, 


23 

Q Do you recall when that order was cancelled? 


24 

A I will have to look that up in my notes. 


■ ^ 

Q Do you recall just generally whether or not it 
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was before or after June 9, 1970? 

A It was before, 

Q I believe yesterday another of the orders 
which you mentioned, which we lost, was an order in the 
amount of 582,000 from Mohawk Data Processing. 

A Sciences, 

Q Sciences, Was that based upon failure to — 

withdrawn. 

Mas your testbsony that the reason we lost that 
order a combination of late delivery of the prototype 
and high pricing? 

A No, I did not testify to losing the order due 
to high pricing, i testified due to the fact that we 
had to build the prototype three times, 

Q Do you recall when we began building the prototype? 

A I believe it was-— 

Q I think you said April 11, 1970, 

A I believe the order was captured in the week of 
April 11th, 

Q So that we had to build it between April 11th 
and July 31st and we were required to build — was it a 
single prototype or more than one, do you recall? 

A There was only one type of memory we had to build, 

it was a very small one. Wo had to build two units, I 
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2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 
13 

17 

18 

19 

20 
21 
22 
23 

25 


believe. 

Q We had to build two prototypes? 

A Two pieces of the same memory, 

Q Did you testify that the first twd’^ototypes 
that we built were rejected? 

A That is correct, 

Q Do you recall whether those first two prototypes 
were rejected before or after June 9th, 1970? . 

A I do not. I do recall that the due date on the 
prototypes was certainly before July 31st. I recall 
testifying that July 31st was actually the drop dead date, 
the last chance to submit them, 

Q Do you have any recollection when the first 
deadline had been by which we were to submit the prototypes 
to Mohawk? 

A I could try to look it up for you, 

MR. MALONEY: It is not that important. If 
you have no recollection, I don't want you to take the time 
to look it up unless you would like to or Mr. McConnell 
would like you to do it, 

Q Do you recall how much business ISL obtained 
from Mohawk Data Sciences during 1970? 

A No, not offhand, 

Q Referring to Defendant's Exhibit D again, the 
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1970 sales forecast, I believe the projection was $75,000, 
Do you have any recollection of whether or not we, in fact, 
over the course of 1970 obtained more or less than the 
$75,000 of business from Mohawk? 

A I don't recall, 

Q Other than the $82,000 order which we lost, do 
you recall whether or not we quoted and obtained additional 
orders from Mohawk Data Sciences during 1970? 

A I am quite sure we did. There was another memory 
which wewere previously building for them called a IK x 12, 
I am sure that sd le time during the year we got either 
further releases against an annual agreement in the form 
purchase orders, Mohawk was an existing customer, 

Q Mr, Tucker, do you recall which engineers of ISL 
were involved in building the prototype, the one we failed 
to deliver by July 31st? Would Mr, Boyce be involved in 
building that prototype as well? 

A I really do not recall. 
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0 Do you recall v;ho Mr. Keppol was? 

A Yes. 

Q He was the chief engineer? Was he a design 
engineer? 

A Among other things. 

Q So v/hen a customer requested that a prototype 
be built, Mr. Keppel v/ould be responsible for designing 
the product or having some engineer v/orking under his super¬ 
vision design the product? \7ould that be correct? 

A Essentially correct. 

Q Do you recall who Mr. Boyce and Mr. Ballantine 

v/ere? 

A Yes. 

Q V7hat kind of engineering v;ore they involved in 

in connection v;ith the building of the nerory stacl-s? 

A One was an engineer, the other was a technician. 
Tliey were part of the Barbados engineering department. 

Q Do you recall vrhat specific function they per¬ 
formed? 

A Ho, I don't. 

Q Do you recall that they were involved vrith 
quality testing of the products that v;ore being built in 
Barbados, including prototvpos? 

A That v/ould be a normal engineering function. 
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1 

2 

Q To the best of your knov/ledgo, did ISL use its 

1 

3 

best efforts to attempt to build a prototype for Mohav;k 

■ 

4 

by July 31, 1970, if you knov/? 

1 

5 

A I can only assume so. 

1 

6 

Q You have no reason to believe that they did not 

■ 

7 

attempt to do it by July 31? 

1 

8 

A No. V7ell, either the first, second or third 

1 

9 

time. I knov; they attempted in good faith to build it the 

■ 

10 

first time before July 31. I think they tried to do it 

1 

11 

the second. I don't think they had time the third. 

1 

12 

0 Dy the time it came to submit the third prototype 

■ 

13 

you mean there just v/asn't very much time between that date 

1 

14 

and July 31, v^hatcver that date was? 

1 

15 

A If you recall, I testified yesterday that a 

■ 

16 

prototype was not delivered to .Moliawk. 

1 

17 

Q Was never delivered? 

1 

18 

A Until October 10. 

■ 

2 

19 

Q T^rc you familiar Vi.'ith the .Magnavox prototype 

1 

20 

wliich ISL v;an attempting to build? 

1 

21 

A I am avrare of it. 


22 

Q Do you l;nov; what progress ISL had made in 

1 

23 

luilding that prototype by vlune 9, 1970? 

1 

24 

A I am assuming you are referring to the second 

im 

25 

prototype? 

1 
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Q Well, how many prototypes were there? 

A The first prototype we had built and submitted. 

Q Do you recall? 

A And the design was changed and improved. They 
asked us to build a second one, and that would have been 
the second one out of 5-pieco orders that v/e were released 
for. The other 95 of the 100-piece order were on hold. 

0 They were on hold until we had built the second 
redesigned prototype? 

A Correct. 

Q Do you recall v;hen ISL had been reouested by 

Magnavox to build the first prototype? 

A No. 

0 Do you have any recollection that ISL had been 

attempting to build that prototype from some time in 19G8? 

A I didn't recall tliat. 

Q Do you have any recollection of them building 

that prototype during the entire year 1969? 

A I can't say for the entia? year of '69. I linow 
It is a tough job. Probably for the bettor part of '69, 

yes, I guess they v;ore \7or!:ing on it. 

Q You said it was a tough job. Would you explain 
that. Hr. Tuc);er? 

A Well, it was a merorv stack, as I recall, that 
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had military specifications on it which v/ere hard to meet, 
performance specifications which v;ere hard to meet compared 
with the memory we wore just talking about, v/hich was only 
220 bits by 16 words. 

Q How big v;as the Magnavox prototype? 

A I v;ould have to look it up. 1 think it \;as 8K x 

16. I don't recall, Mr. Maloney. I am sorry. 

Q I take it that with respect to the M.ohav;}: proto¬ 
type that we have discussed today and the Varian prototype, 
that did not involve complying with military specifica¬ 
tions, did it? 

A No. 

Q Do you recall v.'hen IHI, submitted the first 
prototype to Magnavox? Just roughly. 

A No, I don't, I am sorry. 

Q Do you recall if they had submitted it prior to 

1970? 

A I believe they submitted it in late '69,but I am 
not sure. 

Q \7ho v.’as responsible for redesigning it? \/as 

that at the request of ’’agnavox? 

I\\ill \/ithdraw the question. It is a little 

confusing. 

T be] ievo you testified before that tliore vas 

993 


SOUTHERN district court REPORTERS. U .S. COURT HOUSE 
FOLEV SQUARE. NEW YORK. N.V. CO 7.«S»0 







/ 


r 

1 

nunp Tucker-cross 879 


2 

some redesign involved. Had Ilagnavox changed its mind and 


3 

requested a different type of prototype than the one v/e 

[ 

4 

had submitted? 


5 

A Yes. 


6 

Q Do you recall when that redesign took place? 


7 

A No, I do not. 


8 

Q Do you have any knov/lcdge of what is involved 


9 

in complying with military specifications for such a proto¬ 


10 

type? 


11 

A There v;ere extensive tests to be run on them 


12 

and at different temperatures. 

. 1^1 

13 

Q Do you recall vrhether it was possible to run 

1 

14 

those tests in Barbados? 

1 

15 

A Yes, I l-)elievo it was. 


16 

Q Do you have any knowledge of whether or not IBL 

\^m 

17 

\;as required to develop a quality specificationsmanual 


18 

to the satisfaction of Magnavox in connection with this 


19 

order? 


20 

A I don't recall that. It v/as my impression that 


21 

\tc had to deliver a complete set of testing data. 



Q Mr. TucJ'.'er, I shov; you Defendant's Exhibit GJ in 

1 

23 

evidence. I believe you identified that yesterday as a 

1 

24 

bool'.ings forecast wliich you developed at Mr. Kovar's re^^uest 

1 

1 

25 

on or about May 24, 1970? 
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7. That is correct. 

Q Turning to the second page of that document, 
there is an entry for Ifoneyv;ell/Lawrencc, cable assemblies. 
It says ISL sales potential $250,000; Capture Odds 40 
per cent; bookings forecast $100,000, and under Capture 
»’onth it has September, December, March and June. It 
says monthly rate of $2000, unit price, $5000. And then 
in Comments it says: Subject: quality and delivery on 

initial $50,000 order in house. 

Now,taking the columns relating to sales 
potential of $250,000 over to unit price of $5, v/ould you 
explain to the jury what that means in terms of projected 
bool'.ings? 


A Would you repeat that question, please, fir. 
Maloney? 

Q Well, lot m.o withdrav/ the question. 

A You just road it to them. 

Q I will \;ithdra’7 the question. *’aybo it was 
confusing that way. 

As of .May 24, 1070, based on tliis document, 
would you explain to the jury the amount of bookings 
forecast for cable assembly \;ork that you wore projecting 
from Iloncyv'ol 1/Lav;rcnce? 

A T was projecting a second order for a hundred 
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thousand dollars as a follov7-on to the $100,000 that v;e had 
in house and were half-delivered on. 

Q Now, is there any way that you can tell from 
this document when you v;ould be projecting that the $100,000 
would be delivered? What would be the delivery period 
covered by this $100,000 bookings forecast? 

A Well, Mr. Maloney, you are asking me to guess 
the customer's delivery requirements, and I have not the 
slightest idea. I don't know until they give you the 
order at v;hat rate and hov; many a month they would v;ant 
then delivered. 

Q I realize that, Mr. Tucker. I am just asking 
you what you \rere predicting as the possible delivery dates 
on the documents? 

A I was not predicting any delivery dates on this 
document, Mr. Maloney. 

Q Would these figures then when it says Capture 
M.onth, Monthly Rate and Unit Price, be v;hen you anticipated 
receiving the orders for the products? 

A Capture the purchase order. 

Q It has notliing to do v/ith delivery? 

A No, sir. 

Q I an sorry. I misunderstood. 

V/cll, could you then explain based on those 
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three columns the months in v;hich you projected that you 
^ would be able to obtain the orders for the $100,000? 

A I would say in September. 

Q In September you expected to obtain an order for 
2000 units at $5 per unit? Is that correct? 

A The difficulty hero, Mr. "aloney, is that when 
you introduced an item libe cable assemblies into an 
estimate which is essentially core memories, there is no 
way to r.aho it nicely fit into these column headings, so 
I don't thin): it has any moaning. 

Q v;oll, let's leave the document aside for a 
moment. 

A Rccause the problem there is that if I ta):e the 
$100,000 of boo):ings forecast and the unit price of $5, 
then presuiiably I have got 20,000 pieces of cable harness. 

I can't mal'.e anything out of it. /“ndif you ta):e the 
monthly rate of 2000, then you have it over 10 months 
presumably. 

Q Well, let's leave tlie document aside tlien and 
let r.c as); you if you have any recollection of the month 
in which you expected to obtain tlio \;ritton purchase order 
additional $100,000 of cable assembly wor’: from 
Honoyv’oll/Lawronce? 

A In Septembor. 
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Q Kov 7, V7hen it says Soptenber, Decenbor, Ilarch 
and June, does that refresh your recollection that perhaps 
the whole $100,000 order wouldn't be given at once, but 
they would give you partial orders in September and then 
an additional part in December and an additional part in 
Jlarch and an additional part in June? 

A That v;as not my meaning in the case of these 
cable assemblies, because you recall the customer had 
already given us as a first order $100,000. So you would 
expect the second order to be at least equal, probably 
larger. 

THE COURT: What did you moan by putting in 
December, Ilarch and June? 

THE WITNESS: I think in this case — I am 
trying to recall — 

THE COURT: If you recall. 

THE WITNESS: I think I was trying to say that 
there is a future chance v;c can repeat this on a quarterly 
basis. 

THE COURT: You thouglit there \;as a possibility 
at that time that you miglit get another order for December 
and one for "arch and one for June? Is that right? 

THE WITNESS: I just took every three montlis 
tlirough the year. 
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Q Referring to the last colunn"Coimcnts ; 
subject, quality and delivery on initial $50,000 order 
in house," v.’ould you explain to the jury what that ireant? 

A VIoll, it r.eant that if we didn't do a good job 
on the quality of the order that \/e had and/or if we 
didn't deliver it to the custoner in a tirtely manner, 
v;o would not in all liJcelihood get the follo\/-on order, 
they wouldn't give us the order listed here. 

Q Mov 7, I believe you testified yesterday that 
some tine in nid-Juno or early July Mr. Parr advised you 
that Plessey had decided that it would not take on any 
further cable assembly orders? Is that correct? 

A Tor the Barbados plant? 

Q For the Barbados plant? Mow, do you recall 

whether by that tine, mid-June or early July, you had any 
expectation of obtaining larger orders from Ilonoyv;ell/ 
La\/rence than this $100,000 on your May 24 projection? 

A I believe I testified yesterday that wo were 
loo}'.ing at a potential of $1,000,000 per year as being 
one-quarter of their total needs. 

TilF. COURT: The ansv/er is yes, you were lool'.ing 

for it? 

TJ:r V.’TTMFRr.; Yes. 

Q Uitli regard to tliat $ 1 , 000,000 a year, do vou 
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have any recollection of when if you obtained such an order, 
deliveries under that order v/ouldhave begun? 

A I have no way of knowing, !’x. Maloney, because 
you don't get a single order for a million dollars, and 
even if you did, I can't guess what the delivery schedule 
would be called for. You get a series of orders, \/hich 
v/hen you say a million dollars a year potential, it means 
you could build it up to a million dollars. 

0 Hov? long v;ould it take to build up to the point 
\.’here you v;oro manufacturing a million dollars \;orth of 
cable harness assembly v.’ork? 

THE COURT: I don't understand that question. 

HR. MALOMEY: I v;ill withdrav; the question. 

THE COURT: There is another point. I suppose 
it depends on hov/ fast the customer v/ants the delivery. 

Isn't that sort of the key problem? 

THE WITUEES: Yes, your Honor. 

THE COURT: Not hov/ long it takes to manufacture 
it, but the customer has a schedule he v;ants to follo’.r? 

THE V.’ITNEHS: Yes, you \;ould have to train people 

Q ISL v.'ould have to train people? 

A Huild up the plant capacity to handle a million 
a year, yes. 

Q V7crc you familiar with the IGL plant in 
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Barbados? 

A I had been there throe or four tines. 

Q Do you hnov; v;hat portion of that plant v;as 
devoted to cable assembly work as of Juno, 1970? 

A No, I don't. I do 3:nov; that the second floor 
v/as almost entirely vacant, and it would be my estimation 
from having run a plant before that you could put fifty 
or a hundred people up there. 

Q And have then do cable harness work? 

A Just as a recollection. If I recall, the plant 
was only half-occupied the last tine I Iiad seen it. 

THE COURT: V/hen was that? 

THE WITNESS: Well, that v/ould have been in 

i 

j 

necopJjor that the sales conference v;as held in Barbados. 

THE COURT: Decenber, 19C9? 

THE WITNESS: December, 1969. 

0 By mid-June when y,r. Parr advised you of his 
decision to taJ:c no further cable assembly v;or):, do you 
knov7 vdiether or not Hone'A;ell/T.a\7roncc v;as satisfied with 
ISL’s quality and delivery on the initial order? 

A They v;oro not totally satisfied. 1 recall v/e 
\7ere straightening out sore difficulties as to quantities 
and materials. I v:ould say essentially we had a rcasonabl' 
satisficJ customer. 
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Q Were v/e behind schedule in making deliveries on 
the initial order? 

A Somewhat I think we were, a fdw weeks, perhaps. 
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Q Mr. Tucker, I believe Mr. McConnell askea you 


1 

yesterday whether or not at the time Plessey made the 


4 

decision in mid-Jvme not to take on any additional cable 


■ 5 

harness work, whether or not Plessey also cancelled the 


1 

existing order from Honey\7ell? 


7 

MR. McConnell: no, I don't think I asked that. 


■ 8 

Certainly not in that form. 


1 ^ 

THE COURT: Whether he asked it or not, do you 


10 

want to ask him that question? 


* 11 

A No, sir. 


1 ^ 

Q Excuse me? 


13 

A No, sir; I do not recall being asked the question, 


® 14 

MR. MALCaiEY: I will withdraw that question. 


1 

Q Do you recall whether or not in mid-June Plessey 


16 

cancelled the existing order with Honeywell/Lawrence for 


* 17 

c 2 Lble assembly work? 


1 

A I know the balance of the order was cancelled. 


19 

Q Do you know who cancelled the order? 


■ 20 

A I am not sure. I think Plessey initiated the 


1 b2 21 

cancellation. 


22 

Q Do you have any recollection — 


■ 23 

A I have seen correspondence in which it was 


1 24 

difficult to tell who did initiate the cancellation. It 


■ 25 

is entirely possible that plessey asked that it be cancollec 
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2 

and then Honeywell cancelled it, but I believe Plessey 

1 


3 

initiated it as near as I could tell. 

■ 

XX 

4 

(Defendant's Exhibit DI marked for identification 

1 


5 

Q Mr, Tucker, do you have any recollection of 

1 


6 

any discussions with Mr. Kovar €d3out whether or not the 

■ 


7 

initial cable harness order from Honeywell-Lawrence 

1 


8 

was profitable or not? 

1 


9 

A No, I do not have any recollection. 

■ 


10 

Q I show you Defendant's Exhibit Dl — 

1 


11 

A I recall Honeywell approving the raising of 

1 


12 

some unit prices due to material price increases, but 

■ 


13 

I don't know that that implies profitability or bck thereof 

1 


14 

Q You mean that when we originally obtained the 

1 


15 

order -- withdrawn. 

■ 


16 

Did there come a point at which ISL asked Honeywe;. 

1 


17 

Lawrence to raise the prices because of an increase in the 

1 


18 

price of materials? 



19 


■ 



A I believe so, I b^elfero when wo quoted the 

1 


20 

job we found thatwe were under the impression or had gotten 

1 


21 

quotes at a certain level and then later on when we went 

■ 


22 

to do the job wo found these could not bo gotten at those 

1 


23 

prices, they were higher. We went back to the customer. 

1 


24 

the customer agreed to absorb the price increases. 

1 


25 

Q Who was supplying thej materials in connection 

■ 
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the cable harness work? 

A As I recall, Mr. Maloney, Honeywell was furnishing 
the basic wire itself. 


Q You say when we bid on the job that Honeywell 
had indicated to us that we could obtain the materials 
at a certain price and we used that price in preparing 
our price quotation to obtain the business? 

A Yes, 


Q And then we subsequently learned that we could 
not obtain the materials for tnat price or that the prices 
had increased? 

A That's as i recall. 

Q Do you recall how frequently that happened 
with respect to products that ISL was bidding on for orders, 
not just limiting it to cable harnesses? 

A I don't recall any incident in the area of core 
memory, 

® You have no. recollection of any incidents on 
memory stacks where we have built up a price quotation 

based on an erroneous quotation of what the materials would 
cost? 

A No, nothing other than the typical routine 
errors that are made every once in a while in which you 

VsTsuld have to go in to a customer and say "Look,wo made 
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2 

a mathematical error in adding that column up wrong. 


3 

And he'll say. sure, that happens in our place. 


4 

That type olf thing, but no major crisis in the 


5 

area. 


6 

(Defendant's Exhibits DJ, DK, DL, DM, DN and 


7 

DO mared for identification.) 


8 

MR. MCCONNELL: May I see them? 


9 

MR. MALONEY: Perhaps while Mr, McConnel is 


10 

reviewing that, Mr. Tucker, I could ask some additional 


11 

questions. 


12 

Q Were you a shareholder of ISL at the time Plessey 


13 

« 

acquired it? 


14 

A Yes, I was. 


15 

Q Do you recall receiving some proxy material 


16 

requesting that you vote on whether or not to approve 


17 

the acquisition by Plessey? 


18 

A I think I did. 


19 

Q When you received that proxy material, did you 


20 

receive a copy of the contract between ISL and Plessey? 


21 

A No, I (S.d not. 


22 

Q Mr, Tucker, do you recall whether ISL had 


23 

any cable harness work during 1969? 


24 

A I believe we were finishing up a rather largo 


25 

order, v;hich had run for a few years, from a company called 

% 
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Dura, D-u-r-a, 

Q Do you recall whether Dura cancelled that order 
before ISL had completed it? 

A I think they did because there were ragged ends 
left. What I am saying is that I think over the history 
of the order there had accumulated shortages and we 
didn't have enough of everything to put together the last 
few units for Dura, 

Q How would those shortages have occurred? 

A Just in the normal course of manufacturing parts 
get broken or lost, 

Q Who was supplying the materials in connection 
with the Dura c^lble assembly work? 

A I believe Dura was furnishing certain ones of 
those, the connectors especially, 

Q During 1970, other than Honeywell-Lawrence, do 
you recall any other potential cable harness customer from 
which we could have obtained an order of $50,000 or more 
other than, perhaps, Univac, which you mentioned yesterday? 

A I was going to say it was Univac at Salt Lake 
City and there was also Honcywell-Frzuningham, I forgot, 
there was also IILM, 

Q Referring again to Defendant's Exhibit D, the 
sales forecast, would that be the $90,000 — withdrav/n. 
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Q Referring to Exhibit D, i see IBM-Canada, $90,000 
Would that be the potential cadsle harness order to which 
you are referring? 

A Yes,it would. 

Q Do you recall whether or not that was still 
a potential order by June 9, 1970? 

A I don't believe it was because IBM cancelled 
the particular equipment that that cable harness was to 
go into so that, as far as we were concerned, the require¬ 
ment disappeared. I zun not sure whether it was before 
or after June 9th. I think it was before. 

Q Mr. Tucker, getting back to Honeywell-Lawrenco, 

I 

j 

I show you Defendant's Exhibit DJ for identification 

I 

and I ask you if you can identify that document. 

A This is a memo from Vince Huntoon in Boston to 

me, dated June 11, 1970, with a note on the bottom to 

Prank Parr. 

Q Who was Vince Huntoon? 

A He was our regional representative in New England, 

Q Would ho bo the local rep who would bo responsible 

for soliciting the cable harness work from Honeyv/ell- 
Lawrence? 

A Yes, 

MR. MALO^TEY; I offer'it in evidence, your Honor. 
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MR, McCONNELL: No objection. 

3 


THE COURT: It will be received. 

XX 4 


(Defendant's Exhibit DJ received in evidence,) 

5 


MR, MALONEY: May I read it, your Honor? 

6 


THE COURT: Go ahead. 

7 


(Mr, Maloney read from Defendant's Exhibit DJ 

8 

to the 

jury.) 

9 

Q 

Mr. Tucker, do you recall who Bill Morrison was? 

10 

1 

1 A 

1 

He was the purchasing agent at Honeywell- 

11 

Lawrence, 

12 

Q 

Would he have been the gentleman responsible 

13 

deciding whether or not cable harness orders were 

14 

awarded 

to ISL? 

15 

A 

He'd be one of the people. 

16 


(Mr. Maloney continued to read from Defendant's 

17 

Exhibit 

DJ to the jury.) 

18 

Q 

Would that, be Bill Morrison's trip to ISL, if 

19 

you recall? 

20 


MR. MALONEY: Well, let me read it. 

21 


(Mr. Maloney continued to road from Defendant's 

22 

Exhibit 

DJ to the jury.) 

23 

Q 

Do you recall who L. Martin was? 

24 

A 

I don't. 

25 

Q 

Do you recall what a qa survey would bo? 
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COURT: Question and answer? 

THE WITNESS: Quality assurance. 

THE COURT: Quality assurance? 

THE WITNESS: Quality assurance. 

(Mr. Maloney continued to read from Defendant's 
Exhibit DJ in evidence to the jury.) 

Q What did you mean when you said to Mr, Parr: 

"This is a very sad story"? 

A Mr. Maloney, having read that to everyone, i 
was commenting on the story from Vince Huntoon, which is 
directly above it that you just read, 

Q What did you understand Mr, Huntoon to be 
referring to by his remarks to you? 

A That a particular person had gone down to the 
plant and that the plant had not been set up yet and he 
got a bad impression, 

Q What was the date of that? 

A Mr. Maloney, these internal memos like this that 
are written in hand, this goes on all the time in which 
the sales department is complaining about the manufacturing 
department and the quality control are complaining about 
production. This is not unusual, 

Q No, I agree completely, Mr. Tucker. I don't think 
it is unusual, 
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I show you Defendant’s Exhibit DK for identifica¬ 
tion and I ask if you can identify that document, 

A There is more than one copy of the same thing 

here. 

Q I hope not. Yes, there appears to be -- 

A Two page I's, 

Q Two page I's, all right. 

A I can' identify, Mr, Maloney, because I have 
never seen it before, 

Q Would Defendant's Exhibit DK, which is a report, 
dated June 8, 1970, or the moraorandumhead of Honeywell 
interoffice correspondence from L. Martin, subject: Visit 
to International — 

THE COURT; Wait a minute. This isn't in evidence 
and he said he doesn't know anything about it. what are 
you reading all this stuff for? 

Q Mr, Tucker, would that be the report that Mr, 
Huntoon enclosed in his note to you on July 11, 1970? 
niE COURT; Can you guess at that? 

A All right, 

Q Do you recall nov/ that that is the report that 
Mr. Huntoon sent to you with his memo? 

A No, I don't, but let's assume it is, 

Q I don't think his Honor will let us do that. 
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2 


THE COURT: Do you know whether that is the 


3 

report? 


iH 

4 


THE WITNESS: I don't know for sure. 


5 


THE COURT: All right. 


6 


THE WITNESS: I would have to go back into my 


7 

files. 


1 

8 

Q 

I show you Defendant's Exhibit DL and I ask if 

• 

1 

9 

you can 

identify that document. 

1 

10 

A 

A memo from Vince Huntoon to myself, dated 

1 

11 

June 12, 

1970, subject: Honeywell-Lawrence. 


12 

Q 

Do you recall receiving that docvmnent on or 

1 

13 

about its date? 

1 

14 

A 

I guess I did. 

w 

15 


MR, MALONEY: I offer it in evidence, your Honor, 

1 

16 


THE COURT: Any objection? You have seen this? 

■ 

17 


MR, McConnell: I am not sure which one this is. 

1 

18 


MR, MALONEY: These are all the ones I showed 

1 

19 

Mr. McConnell before. 

■ 

20 


MR, McConnell: I knov/, but you showed me about 

1 

21 

ten and 

I don't recall. 

1 

22 


I have no objection to this. 

■ 

23 


THE COURT: All right. 

1 

24 

XX 


(Defendant's Exhibit DL received in evidence.) 

1 

25 


MR, liALONEY: May I read parts of this, your Honor? 
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THE CCXJRT: Sure, tell the jury before you do 
again the date and who it is from and who it is to, please. 

MR. MALONEY: Yes, sir. Again, this appears to 
be another type of mernorandum form, bearing the letterhead 
of V. J. Huntoon Associates and it is dated June 12, 1970, 
and it is addressed to Mr. Tucker and, again, it is signed 
"Vince." Subject: Honeywell-Lawrence. 

(Mr. Maloney read from Defendants Exhibit DL 
to the jury.) 

Q Mr. Tucker, do you know what he was referring to 
when he said STC? 

A Scientific Trading Corporation next to Kennedy 
Airport. 


Q Was that a subsidiary of ISL? 

A Yes. 

Q And the Logan would be Logan Airport in Boston? 

A Yes. 

(Mr. Maloney continued to read from Defendants 
Exhibit DL in evidence to the jury.) 

Q Do you know who Mr, Huntoon was referring to 
when he said "when the boys hit there"? Would those be 
the men from Honeywell-Lawrence who had gone down to 
look at the plant in Barbados? 

A I don't recall, Mr. Maloney. I doubt it soriousl\ 
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2 

if it would be, because, you see, they went down there 

■ ^ 

first and these are men — whoever went down there for 

4 

that qa report is much lower in the Honeywell organization 

5 

than the vice president and general manager that I referred 

■ ^ 

to. They visited us first. They got back and sent these 

i 

people down. 

8 

Q Do you have any recollection that Mr. Martin is 

■ ^ 

the person who was sent by Honeywell-Lawrence down to 

10 

review the cable assembly operation in Barbados? 

11 

A I'm sorry, i don't. 

■ 

(Mr. Maloney continued to read from Defendant's 

13 

Exhibit DL in evidence.to the jury.) 

14 

Q I assume he means as soon as possible? 

15 

A I assume that is what he meant, too. 

16 

(Mr. Maloney continued to read from Defendant's 

17 

Exhibit DL to the jury.) 

18 

Q Do you know what Mr. Huntoon was referring to 

19 

in paragraph 2 of his Juno 12th memo? 

1 20 

A May i see paragraph 2, please? I can't add anythin 

21 

to what he has said and what you have read here. i don't 

b4 ^ 

know what he meant by it other than what he said. 

23 



MR. MALOilEY: AH right, that's fair enough. 

1 ^ 



Q Do you recall when ISL had obtained the initial or 

2.5 



for cable harnesses from Hone^Mwell-Lav/rencc? 
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I would have to look it up 


899 


MR. MALC3NEY: I believe, if I am correct and 
Mr. McConnell can correct me, that Mr. Kovar testified 
that he had obtained an order for delivery in the first 
SIX months of 1970, January through June, is that correct? 

MR. McCCNNELLtI don't recall what the testimony 
was or whether he even testified on that. 


MR. MALONEYj I will withdraw that. 

Q Do you have any recollection of when we received 
the first order for cable assemblies from Honeywell- 
Lawrence? 


A I am sorry, i don't, Mr. Maloney. i would have 
to refer to my v/eekly reports and look it up. 

Q In that document %4ien Mr. Huntoon refers to 

Carol, is that Carol Launius who you mentioned in your 
direct testimony yesterday? 

A I assume so, 

Q Mr.Michalski is the Mr, Michalski to whom you 

referred on your direct testimony? 

A Yes, 

Q Does that refresh your recollection that Launius 
and Michalski did not go up to Honeywell-Lawrence to 
receive training but to straighten out all of the problems 

described in those tv/o memoranda from Mr, Huntoon? 
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A I don't draw that conclusion from his— 

THE CCTJRT: You don't have to draw the caielusion 

at all. 

THE WITNESS: I don't even find it here. 

THE COURT: Don't worry about that. That is not 
your conclusion? 

THE WITNESS: Mr. Huntoon concluded by saying: 

"In short, they should see the production and qc at 
Honeywell and learn something." 

I referred to this training. To me it is one and 
the saune thing. 

Q But that was the training to which you referred? 

A It is the trip to which I referred. 

Q You did not mean to indicate in your testimony 
yesterday that Mr, Launius or Mr, Michalski had received 
any training from Honeywell prior to June, 1970, did you? 

A I did not. 

Q I show you Defendant's Exhibit DN for identifica¬ 
tion, Mr, Tucker, and I ask if you can identify that documer 
A I have never seen it before, Mr. Maloney. 

Q Does that document refresh your recollection 
as to the date when the existing cable assembly harness 
contract was cancelled? 

A The balance of the e^^isting contract. It appears 
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1 

eohlS Tucker-cross 


2 

to be late September. 


3 

THE COURT: Does that refresh your recollection 


4 

not because it says so there, if you never saw it, but 


5 

does that refresh your recollection that the balance was 


6 

cancelled in late September? 


7 

THE WITNESS: Late September, 


8 

THE COURT: It does, all right. 


9 

Q Does Defendant's Exhibit DN for identification 


10 

refresh your recollection as to who cancelled the balance 


11 

of the order? 


12 

A No, it does not, l am aware that from a detailed 


13 

and written point of view the only person that can cancel 


14 

an order is the one that issued it in the first place, name] 


15 

the customer and that is why I referred previously to who 


16 

initiated the cancellation. 


17 

Q Do you know who Mr. Dick Bishop is? Do you recall 


18 

whether Mr, Dick Bishop was in the pvr chasing department 


19 

of Honeywoll-Lawrence under the supervision of Mr, Morrison? 


20 

A I assume he was, I did not know Mr. Bishop 


21 

personally, i knew Mr, Morrison, 


22 

Q Do you have any recollection of what the balance 


23 

of the cable harness order was when it was cancelled by 


'2A 

whomever cancelled it? 


25 

A It was my recollection that approximately 60 per 
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cent of the order had been run, 

Q What was the amount of the initial order? 

A It was approximately $100,000 as I recall, 

Q Referring again to your I beliare it is Defendant' 
Exhibit CJ, which you prepared on May 24, 1970, in the 
"comment" column you refer to initial order of $50,000, 

Does that refresh your recollection that the initial 
order was only $50,000 rather than $100,000? 

A No, it does not because I believe the order was 
increased, 

THE COURT: He asked you a couple of minutes 
you think when they cancelled the balance they 
cancelled about $40,000, is that right? 

THE WITNESS: Yes, your Honor, 

THE COURT: All right. 
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Q Mr. Tucker, I show you a copy of Plaintiff's 
Exhibit 51 in evidence, which is your trip report dated 
January 16, 1971. 

Referring to the consents on Hewlett-Packard, 
\ 7 hich I believe v;ere road yesterday, 1 would like to refer 
to a part of it, v/here you describe your visit to Hewlett- 
Packard and a conference with the people at Hewlett- 
Packard. You say, hov;over, this visit revealed that 

^/e had lost about $ 100,000 of bookings in 1970 due to our 
poor porfornance. 

Mow, would you explain to what you were referring 
by tJiat connent? 

A I v/as told by Carl Steele, the purchasing agent, 
that we would liave had — he would have given us a certain 
release against our annual agreenent if we had mot the 
promises which we Jiad given hin last. 

0 In other vrords, if v/e had kept up t(f the delivorv 
scliodule he would have given us releases for shipments of 
an additional $100,000 in 1970? Is that correct? 

A Against the annual agroeneni.. 

Q IJo you recall by Juno 9 the amount 1."/ v.’hich 1ST, 
v/as in arrears on the Hcv'lett-I‘ac):ard contract? 

A !Jo, I do not. 

MR. ilALO.IEY; Your Honor, to sliorton this -- 
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■ 


2 

and rir. flcConncll can correct ne if I am wrong, I think 

3 

when we were dealing with the shop floor program — and 

■ ^ 

my assistant can't put his hands on the exhibit number — 

5 

CT — I think during .Mr. Kovar's testimony v;e established 

6 

that on the 30 mil stack based on this document, assuming 

- 7 

the correctness of this document, that there were 72 in 

8 

arrears on the 30 nil stack, having a value of $1200 a- 

9 

piece. 

■ 

THE WITNEnS: What date v;as that, Mr. Maloney? 

11 

MR. MATjO^jey : That v;ould be the first or second 

12 

week in June, 1970. I think we multipied 72 times 

■ 

$1200 and cane up \;ith the number of $00,400 in arrears 

14 

on that stack, and I think \/e turned to page 3 of Exhibit 

15 

CT, and Mr. Kovar identified another entry for Hewlett- 

■ 

Packard, purchase order 22-02044, which was the 20-mil 

17 

stack, indicating tliat there wore 12 units in arrears 

18 

as of that time, and assuming again the correctness of the 

1 

document, wo estalilishod that the price v'as around $700, 

20 

and that $700 times 12 v.'ould lie $8,4 00. 

21 

Ilovr, I }iavo added those two numbers together 

■ ^ 

and come up v;ith $94,800. 

23 

9'HE COL'l^T; Did vou do that with t!ie machine? 

24 

MR. MAEOTIEY: Yes, sir. T think T asl'.e*] Mr. 

1 ^ 

('■rotten to verif’^ it on the machine last night wlien T did 
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1 

it, and we would be glad to recheck it and correct the 


1 

record if there is any error. 



Q How, during your direct testimony, Mr. Tucker, 


■ 5 

Mr. McConnell requested you to road a series of entries 


1 

from your various weekly reports concerning quality and 



delivery problems with Hewlett-Packard. 


■ « 

Now, I ask you if by the end of 1970, according 


1 ^ 

to your January 16 trip report, v/o had lost only $100,000 


10 

of business in Hewlett-Packard for that year, and if v;e 


1 

were already in arrears of $94,000 by Juno of 1970, v.-ould 


1 

3 fair statement that once Plessey took over they 


13 

adhered to future delivery schedules, but v.’ore unable to 


1 14 

catch up on those arrears? 


1 

THE COURT: Do you think you can ansv^er tliat 


16 

question? 


1 17 

Tllf; V.’ITJJEES: I am trying to think how to. 


1 

THE COURT: I think I v;ill give vou a little while 


19 

to answer it. I said I have to adjourn at 3 o'clock. 


1 20 

I have anotlior matter. Ro I v'ill give vou a chance to think 


1 

that one over. 


22 

V/e will adjourn nov/ until "ondav morning, ladies 


1 23 

and gentlemen, and li);e last .Mondav, I have a calendar of 


1 ^ 

natters on Mondav, so \.'e will start at half-past 10, instead 


25 

of 10 o'clock. 
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In the meantime, I hope we all have a fine vreek- 
end. I hope this weather clears up also, although it 

doesn't alv;ays do so on v/eekends. Have a fine weekend. 

Do not discuss this natter at all. Thank you verv much 
for your patience. 

(Whereupon, an adjournment was taken to 
!!onday, .March 18, 1974, at 10.30 A.M.) 
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1 

SCIENTIFIC HOLDING CONPANY, LTD. 



vs. 72 Civ. 4040. 


1 : 

PLESSFY INCOP.PORATED. 


1 

Nevf Yorl', M.arch 10, 1974; 



10.30 A.N. 


6 



■ 7 

Trial rosuned. 


1 



9 

1 

(In open court; jury present.) 


10 

\1 I L L I A .M TUCKER, resuned. 


1 

THE COURT: Good morning, ladies and gentlemen. 


12 

I hope you had a nice v;eekend. They say Spring is coming. 


13 

but it hasn't come yet, but we can all hope for that. 


1 

All right, fir. Maloney, you nay proceed. 


■ 

MR. MALONEY: Good morning, your Honor, ladies 


16 

and gentlemen and Mr. Tucl'.er. 


■ 

CROSS EXAMINATION CONTINUED 


■ 

EY MR. MALONEY: 


■ 

19 

Q Mr. Tucker, I show you Government's Exhibit Cl 


1 20 

for identification and I bolievo that is a document we 


■ 

discussed on Eriday, v'.’iich \7as your handv;rittcn response 


22 

■ 

to ’Ir. Kovar's letter, dated April 20, 1970, and attached 


1 ^ 

to the letter is a copv of t’le 1970 sales forecast, which 


■ ^ 

I believe is Dofen'.Iant' s Exhiljit D. Referring to the 


H 

25 

■ 

second customer, Cam'iridge, the amount of $209,000, 


1 
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I see that you have added a handv;ritten notation "Prototype 
failed." 

Could you explain to his Honor and the jury 
what that indicates? 

A Well, it means that the sample nenory, v»hich 
v.’as built for the customer, did not worl: properly. 

Q Do you recall how many prototypes v/o suJjnittcd 
to Cambridge? 

A I believe this says "Third protogvpo failed" 

\ 

hero. 

Q By T'pril 20, 1970, do you have any recollection 
of v;hether vro still v;cro being afforded any further opportun¬ 
ity by Cambridge to submit further prototypes? 

A I don't recall, Mr. Maloney, 

0 Going dovm to GE-Lynchburg, $90,000, do you 
recall whotlier or not GE ever actually requested a quotation 
for that order? 

A I am ouite sure they did. 

Q Do you have any recollection of v/hetlier or not 
wo submitted a quotation or v/hother or not v;c wore able to 
obtain the order? 

A Wo did not do business witli then. Tt was a ver'' 
old stack design, v;hich \;as built up on stand-offs liJ'.o this 
(indicating). 
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Q ir 1 \.’ith n little c, $90,000, "Customer require¬ 
ments cancelled, I believe that v/as the cable harness 

contract we discussed on Friday? 

A T}iat is correct. That v/as Canada. 

Q Belov; that is IBM Xinqston. It says potential 
order $24 0,000. Do you recall v/hother or not ir>L v/as 

over able to obtain that order? 

A V/e had some orders for stringing planes for 
IB.M Kingston, but it did not amount to that much. 

0 Do you recall v;hethcr or not IB.M Kingston can¬ 
celled its requiror:onts insofar as that order? 

A I believe tliey pulled that v’ork baeJ; in house. 

Q Do you recall v/hen that was, Mr. TueJ-.er? 

A IJo, I do not. 

Q The next customer I see is ICC, $ICO,000, and 
acro.ss from tliat it says "Cancelled due to delivery." 

Could you explain to his Honor and the jury \;hat that note 
was intended to explain? 

A That v;as intended to explain that \;e did not get 
the large order from ICC because wo had not performed in 
delivering previous orders. 

0 .Motorola, $90,000, I see it appears that someone 

drov; a line tliroufjli it. Do you recall v.’hethnr or not it 

v/as vou \>ho did that? 

■■ • 
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A Motorola v;ithdrcw the snail conputer from the 
market, which that memory would have gone into. 

0 I guess, finally, Raytheon, $80,500, that v/ould 
be the order v.»c discussed on Friday afternoon? 

A That is correct. 

Q I believe one of the other customers that you 

testified about on your direct testimony vras Standard 
Memories, Mr. Tucker, is that correct? 

A Yes. 

Q I notice on the same document. Defendant's 
Exhibit D, which is attached to .Mr. Kovar's letter of 
April 20, in that document you v/ere projecting an order of 
$180,000. Do you recall v;hcther or not TSL '.•tas successful 
in obtaining that order? 

A I testified, Mr. Maloney, that we lost that 

order on price by quoting .9 to 1.0 cents per bit when 
v/e had been told that the going rate v.’as .6 to .7. 

0 That v/as the order to v;hich you v/ero referring 
in your direct testimony? 

A It is the group of orders \'hich would add up to 
the $180,000. 

0 Mr.Tucker, I sliov; you Defendant's Exhibit CJ 

in evidence on v;liich I believe, if I understand t'.ie document 
correctly, as of May 2‘ltl^ you \.'erc forecasting only a 
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$25,000 order from Standard rtomories, is that correct? 

A That is correct. 

0 Do you have any recollection of v/hy you had 
reduced the projection from $180,000 in December, 19C9, 
to $25,000 by May, 1970? 

A I put over here in m.v comments, Mr. Maloney, 
"Relationship deteriorating." 

Q V;ould you explain to his Honor and the jury v;hat 
you meant l:y tliat comment? 

A I meant that v;e were having — for one thing, 
v;o V7erc having material shortages, some of v/hich \/as 
customer furnished. Vlo v/ere also having -- we had had 

a high reject rate on those particular types of units and 
as a result of t!ie cjuality problem v/e wore having some 
difficulties in delivery. 

Q And those problems existed as of .May 24, 1970, 
is that correct? 

A Some of them did, yes. 

0 With re.spect to the prol^lems v’ith customer- 
supplied materials that you mentioned, do vou Jiavc anv 
recollection of \7liat tlie nature of that proJjlem '..’as? 

A Wo, I don't recall. 

Q Does it refresh vour recollection that standard 
i.emories claimed tliat tliey had tlcllvercd more materials 
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to ISL than ISL v;as giving tJien credit for in connection with 
manufacturing their products? 

A That v;as the attempt to reconcile hov; much 
material they had furnished us as opposed to how much v;e 
had sent back to then. I don't believe it arose until later 
in the year. 

Q Do you have any recollection of hov; much money 
Standard riomories owed ISL as of .May, 1970? 

A No, I do not. 

(Defendant's Exhibit DP narl:ed for 

identification.) 

Q Mr. Tucker, I show you Defendant's Exliibit DP 
for identification and ask you if you can identify that 
document? 

A It is a letter from Mr. Kovar to myself, dated 
?!ay 14 , 1970, regarding Standard .Memories. 

.MR. flAEONEY: T offer it in evidence, your 

Honor. 

flR. McCONIIELL: IJo objection. 

TFfE COURT: It v/ill be received. 

(Defendant's Exhibit DP received in 

evidence.) 

Q ’’r. Tucker, does Exliibit DP refresh your recol¬ 
lection that Standard Memories ov;od ISL $50,000 as of 
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May, 1970? 

A Yes. 

Q Mr. Tucl'.er, do you have any recollection of 
vrhether or not standard Menories in May and June, 1970, 
v'as also startinq its ov.’n stringing operation in Barbados? 

A They were not starting their ov;n stringing 
operation in Barbados, .Maloney. They wore doing the 

stacking, which is tlie next step after \-je delivered the 
menory planes to then. 

Q They v.’ould assonblo the stacks themselves Jw 

putting the various planes togotlicr? 

A They had about seven or eight girls, as I recall, 
in a building in the To\.’n of Barbados, do’..’ntovm, they would 
cone out to the airport and they v/ould v;itness the final 
inspection of tJie finished core memory planes and then 
they v;ould take then dov;ntO'%’n and they v;ould stacl: tlie 
finished planes together to make stacks. 

Q At tlieir ov;n plant in Barbados? 

A At their own plant in Barl^ados. 

Q V’as that an additional factor v.'hich caused 
a reduction in the cstjn.atos or projections of the amount 
of orders t!iat \:o \;ould Ite a}'>lo to obtain from Standard 
f’enor ies? 

A Mo, !1r. ’’alonev, Ijccause \!c built only the pianos 
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for then in the first place and v:e continued to build the 
pianos, and Ivould like to point out that you did a little 
cross-comparison' here vfhen you referred to my putting down 
$25,000 for the bookings forecast. I did so by showing 
$250,000 of ISL potential and saying because of the 
deteriorating relationship wo only had a 10 per cent change 
to capture. 

MR. MAI/)HEY: Tliank you. 
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Q With respect to the cable harness business and 
Honeywell/Lawrence, do you know how many were involved 
in the original production order, the $100,000 that you 
mentioned? 

A I know there were over 40, Mr. Maloney, 

Q Does it refresh your recollection that there 
were, in fact, 160 different cables that we were making 
for Honeywell? 

A Different individual cables? 

Q Different types of cables. 

A That is about right. 

Q Now, I believe in your prior testimony you 

have indicated that the greater the quantity of the product 
that the customer orders, the lower the price should be, 
because you would build up greater efficiencies in making 
larger numbers or being able to obtain lower material 
costs? 

A That is correct. 

Q Would it be more efficient to build an order 
involving 100 of the S 2 une memory stacks than to be 
attempting to build 160 different types of cable harnesses? 

THE COURT: That is a tough question, it seems 

to me. 

Can you answer that question? 
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THE WITNESS* I will try. 

TOE COURT: All right, go ahead and try it, 

A The more complex theproduct, the steeper the 
learning curve; the simpler the product, the flatter the 
learning curve, 

I have compared cable harnesses with core 
memories, because core memories arc so much more complex; 
cable harnesses are a very simple operation in which they 
drive nails into a board and wrap the wire around and 
bundle it. So I don't think there is going to be very much 
learning curve in a simple product, such as cable harnesses, 

Q With respect to preparing price quotations, was 
it more advantageous for ISL to supply the materials than 
to have the customer supply the materials in the terms 
of the amount of profit we could hope to make on the order? 

A I would say that it would be more profitable to 
have the customer furnish the material, because what v/e 
had to sell was the labor content; we didn't have to tie 
our money up by buying the material if the customer furnished 
to us. 

0 In general terms, do you recall what the relation¬ 
ship of the material cost to the labor cost was in producing 
a particular stack? 

A I would say it was just about 50-50, Mr. Maloney. 
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■ 

Q Now, if ISL were supplying the materials, ISL 


1 

would be able to pass on a profit over and above the 



cost of those materials to the customer? Is that correct? 


■ 5 

A If we lived in a cost-plus economy, Mr. Maloney. 


1 

Q Well, in preparing the price quotation do you 


7 

recall what was, in fact, done in an instance where we 


® 8 

were supplying the materials? 


1 ^ 

A I think we would take a markup on the materials. 


10 

Q Now, where the customer was supplying the 


* 11 

materials we would not be permitted to do that? Is that 


1 

correct? 


13 

A We would not be able to put any profit on the 


■ 14 

materials. 


1 

Q So in those instances the markup would be on 


16 

the labor alone? Is that correct? 


■ 17 

A The profit markup would be on the labor alone. 


1 

Q Mr. Tucker, do you recall a customer, AIL? 


■ 

A Yes, 


20 

Q What was the name of that customer? 


1 

A Airborne Instruments Laboratories on Long Island. 


_ 22 




Q Do you know who Mr. Milton Albert is? 


23 




A 1 believe Mr, Albert is the financial vice 


1 ^ 

president. 


■ ^ 




Q He was? 
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A Under Mr. Sinsheimer. 

Q Do you have any recollects k a following June 9th 
Plessey refusing to perform the order for AIL because 
of the price at which that order had been taken? 

A No, I do not. 

Q Do you recall who the regional representative 
would be who would have been involved in soliciting orders 
from AIL? 

A That would have been Mr. Greenberg, from 
Travco Associates. 

Q I believe when we recessed Friday afternoon we 
had a question pending, and I think his Honor gave you 
the opportunity to think about that over the weekend. 

THE COURT: Remind him of the question. 

MR. MALaTCY: Yes, sir. 

Q I asked you if by the end of 1970, according to 
your January 16th trip report, we had lost only$100,000 
of business in Hewlett Packard for that year and if wo 
were already in arrears of $94,000 by June of 1970, would 
it be a fair statement that once Plessey took over they 
adhered to the future delivery schedules but were unable 
to catch up on those arrears? 

A It would not bo fair to say that, Mr, Maloney, 

because it does not take into consideration what happened 
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between those two dates. 

Q What was that? 

A For example, I looked over the shop reports 
over the weekend for the period between those two dates, 
and in late August, on the August 21st shop report, Plessey 
was 121 pieces of the 30 mill stack behind schedule and 
33 pieces of the 20 mill stack behind schedule. 

Using the $1,200 for the one and the $700 for 
the other, they were $168,000 in arrears. 

Q Do you redall what the problems were with the 
30 mill stack? 

A Well, therewere many problems with it, Mr. Maloney. 

Q I believe that is the stack that was referred 
to in your reports.where Hewlett Packard claimed there 
was a 33 per cent reject rate? Is that correct? 

A At one time I think that is correct, 

Q That was based on the poor quality of the product 
which ISL was shipping to Hewlett Packard? Is that correct? 

A Well, I don't know at what point in time that 
33 per cent reject rate existed. I don't recall. 

Q Without going into percentages — 

A (Continuing) So I don't know whether it occurred 
before or after Juno 9th. 

Q Without going into those percentages, do you 
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recall the reason why Hewlett Packard was rejecting 
the stack? 

A It was for quality reasons. 

Q Do you have any recollection of discussing 
with anyone with Plessey why TSL was continuing to deliver 
this stack to Hewlett Packard that was not satisfying 
Hewlett Packard's quality standards? 

A Why we were continuing delivery? 

Q Yes. 

A Well, because even using the figure of 1/3, 
which I guess it did get to one time, the other 2/3 was 
still being acc pted, 

Q But a 1/3 reject was not satisfactory to a 
customer like Hewlett Packard, is it? 

A No. 

Q Do you have any recollection of any discussion 
concerning the adequacy of iSL's testing equipment to 
test that 30 mill stack before it was shipped to Hewlett 
Packard? 

A No, I don't, Mr. Maloney. 

Q Do you have any recollection? 

A We discussed, I am sure, every aspect of the 
stack at one time, which I am sure included the test 
equipment. 
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Q Do you have any recollection that after the 
assumption of management control by ISL, Plessey purchased 
a computer from Hewlett Packard to test those facts on 
before they were shipped to Hewlett Packard? 

A That Plessey bought a Hewlett Packard computer? 

Q Yes, to test it before it shipped it to Hewlett 
Packard, 

A I think that is right. 

Q Do you have any recollection whether that 
cleared up the quality problems on the 30 mill stack? 

A I dort't recall. I am sure it helped. Quality 
wasn't the only problem, though, because we were twice 
as bad off in August as we were in April, as I mentioned. 

Q Mr. Tucker, could you explain to the court and 
jury what a budgetary quote is, when a customer asks for 
a budgetary quote? 

A A budgetary quote is sometimes called a pre¬ 
liminary quote. It sometimes has to be r.ado up without 
having the detailed specifications, from the customer, 
which may not exist. So it is a quotation, say, made on 
a verbal description. Generally speaking, it will almost 
always be higher than a firm, detailed quote. 

Q Do customers sometimes ask for such budgetary 
quotations in order to give them some idea of whether or 
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not they ought to go into actual production of that type 
of product? 

A They could, Mr. Maloney. 

Q With respect to the average amount of time 
that it took for you to obtain a quote from Mr. Kovar 
and then from Mr. Parr, would you be able to give us a 
figure in terms of the average amount of time and how 
that changed from the time Mr. Kovar left and Mr. Parr 
became managing director? 

A I believe I mentioned that in my testimony, 

Mr, Maloney: it was averaging two to three weeks with 
Mr. Kovar and that it was averaging anywhere from four 
to six weeks with Mr. Parr. 

Q With respect to Defendant's Exhibit D, the 1970 
sales forecast, which is attached to Mr. Kovar's letter 
of April 20th, and with respect to Exhibit CJ, which was 
the bookings forecast which you prepared in May 24, 1970, 
at the time those documents were prepared had you foreseen 
the down swing or the decline in demand for products that 
occurred in the last six months of 1970? 

A No, I had not. 

Q By May of 1970 to your knowledge had anyone 
anticipated the extent of what that down swing would be 
in late 1970? 
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A Well, I hadn't foreseen the extent of it, because 
as I just tried to tell you, I had not foreseen it. 

Q Do you recall how long it was before business 
began to pick up in the industry again? 

A Well, after the summer slump it began to pick 
up in the fall, but it did not pick all the way back up; 
it did not pick op as much as could be expected. That 
was seasonal, as I testified, Mr. Maloney. 

Q Mr. Tucker, I believe youtestified that Fabritek 
was one of iSL's primary competitors during the measuring 
year — i will withdraw the question. 

Was Fabritek one of ISL's primary competitors * 
during the measuring year? 

A Well, they were one of our competitors, Mr. 
Maloney. 

Q Do you know what business Fabritek is in? 

A Well, as far as we were concerned, it was their 

memory division. 

Q Do you have any recollection of what Fabritek's 
earnings were in 1969 and 1970? 

A I don't think I ever knew, Mr. Maloney. 

MR. MALONEY: I have no further questions. 
redirect EXAMEJATION 
BY MR. McCaWELL: 
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Q Mr. Tucker, I believe you testified you learned 
some time in July of Plessey's decision to discontinue 
cable harness and subassembly vo rk at the Barbados facility? 
Is that correct? 

A That is correct. 

Q Now, I believe you further testified that after 
you had been so advised that you met with the Honeywell 
people in an attempt to work out a smooth transition to 
Plessey's facility in Brazil? is that also correct? 

A That is correct, because the administrative 

assistant for Plessey's Brazil plant, a Mr. David Williams, 
czune to the United States, mot with me, and I took him 
around and introduced him to those customers where we 
had prospects. He was with me at the time that we informec 
Honeywell/Lawrence that the work would no longer be done 
in Barbados. 

Q When was that? 

A I think it was August, early August. 

Q When did you learn that the Honeywell cable 

harness pilot run had been cancelled? 

A I believe that was October. Cancelled for the 
first time or the second time? Excuse me? 

Q For the first time. 

A For the first tir.o in October. 
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Q So that would have been after Honeywell had been 
advisedcf Plessey's decision to discontinue this work 
at Barbados? Is that right? 

A That is right. 

Q Did you also learn that in connection with the 
cancellation of that pilot run Plessey was seeking to 
charge Honeywell a $10,000 cancellation charge? 

A Yes, I did, Mr. McConnell. 

Q In degree of importance, where would Honeywell 
rank eunong the ISL-Plessey core memory customers? 

A It was our. number 2 customer, Mr, McConnell, 

MR. MCCONNELL: That is all. 

THE CCXJRT: Any other questions? 

MR, MALONEY: I have no questions. 

THE COURT: You are excused. Thank you, 

(Witness excused.) 

MR. McCCNNELL: Is Mr, Sinsheimer here? 

WARREN J. SINSHEIMER, a witness called 
on behalf of the plaintiff, being first duly sworn, 
testified as follows: 

MR, McCCfINELL: Your Honor, I am calling Mr. 
Sinsheimer under Rule 43 as an adverse witness, 

DIRECT EXA.MINATION 
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BY MR. McCCNNELL: 

Q Will you state your full name? 

A Warren J. Sinshelmer. 

Q Where do you reside, Mr, Sinsheimer? 

A 22 Murray Hill Road, Scarsdale, New York. 

Q What position do you hold with Plessey incorporat: 

A I am at this moment in time chairman and chief 
executive officer. 

THE COURT: Chairman and chief executive officer? 

I have the impression during this trial that Plessey has 
British and American companies? 

THE WITNESS: I interpreted the question, your 
Honor, to be my position with Plessey Incorporated, being 
the American operation. 

THE COURT: That is solely the TUnerican operation? 

THE WITNESS: I am a director of English Plessey, 
Plessey Company Limited, and at the times relevant to this 
trial my official position in the Plessey Company Limited 
was director of overseas operations and development, I 
was charged with the responsibility of running the whole 
of Plessey's facilities outside of the United Kingdom, 

THE COURT: That was in connection with British 

Plessey? 

THE WITNESS: Yes. 
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2 

THE COURT: Was the American Plessey in existence 


3 

at that time? 


4 

THE WITNESS: Yes, at that time I was president 


5 

and chief executive officer of the American Plessey Company 

» 

6 

Q And American Plessey is a wholly owned subsidiary 


7 

of the English company? 


8 

A It is. 


9 

Q Are you familiar with the matrix United States 


10 

plan? 


11 

A I am familiar with a plan that was presented 


12 

to the Plessey board in September — 


13 

THE COURT: Give us a year on that. 


14 

THE WITNESS: 1969 — with respect to establishing 


15 

a United States operation for the making of core memories. 


16 

THE COURT; There also has been talk during the 


17 

trial that you are a lawyer. 


18 

THE WITNESS: Yes. 


19 

THE COURT: The jury and I want to know about 


20 

those things. You are an attorney here in New York? 


21 

THE WITNESS: Yes, I am. 


22 

Q I show you what is in evidence as Plaintiff's 


23 

Exhibit 71 and ask you if you can identify that as the 


21 

September, 1969, matrix plan which you just referred tO? 


25 

A I believe that it is, yes. 
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Q That plan called for establishing a marketing 
and a prototype and a customer service facility in the 
United States? 

A Yes, sir, it did. 

Q It also contemplated that the core memory planes 
and stacks would be supplied from an offshore facility? 

Is that not correct? 

A I believe that was the contemplation at the time, 

Q At that time Plessey had facilities both in 
Malta and Lisbon? 

A That is correct, 

Q This plan also contemplated a 5 per cent pene¬ 
tration of the non-captive United States memory market? 

THE CCXJRT: Explain that a little more to the 
jury and myself, these words, penetration and captive. 

Tell us a little what you think that means. 

MR, McCOfJNEL: I thought I would break it down, 

Q Can you answer that question? 

A I believe the assumption was that we would not 
go into the business unless we would be able to penetrate 
the market so that our share of the market ultimately 
would be at least 5 per cent, 

THE COURT: By market, you mean the American 

market? 
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THE WITNESS: Yes, sir. 

Q you were referring to the United States market. 

And can you explain the difference between captive 
and non-captive customers as used in the matrix plan? 

A I don't know. i didn't prepare the plan, but 
the difference as we normally would refer to captive 
and non-captive customers, there are people who manufacture 
computers who would be nbirmally customers to buy planes 
and stacks, but who have their own facilities, i think IK'I 
has its own facility; i think it is in Lexington, Kentucky. 

I can be wrong. But the distinction was between the compute r 
mahufacturor who did his own manufacturing and the computer 
manufacturer who bought from outside sources, such as 
Fabritek, for example. 

Q Now, did the matrix plan list as potential 
customers whose business you would seek Honeywell? 

A I don't know, sir. I wouH have to look. 

Q Would you refer to the third page thereof? 

A Honeywell is listed under this plan as non-captiv<, 

yes, 

Q Is Standard Computer also listed as a potential 

customer? 

A Yes, 

Q And Varian? 
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A Varian Data Machines, I think it is called, yes. 

MR. MALONEY: We will stipulate that all the 
customers on page 2 under the heading Non-Captive are 
listed as non-captive. 

Q And Collins Radio, Raytheon, and Hewlett Packard 
among ethers also listed? 

A ^Yes, sir. 

Q Now, those were already customers of ISL, is 
that not the fact? 

A I do not know, sir. 

Q But you later learned that to be the fact? 

A I have no recollection of learning that. It 
very well could have been. 

Q Isn't it the fact, Mr, Sinsheimer, that in 
October ot 1969 the Plessey board, the English Plessey 
board, actioned or directed you to implement the September, 
1969, matrix plan in the United States market? 

A Absolutely. 

Q Now, when did you first learn that ISL was 
available for acquisition? 

A Scmic time during the month of December, I believe 

it was, of 1969, 1 got a telephone call from the managing 

director of the Plessey Company, John Clarke, who said 

that he had received a phone call from an associate of his 
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who happened to be the international vice president of 
a company called Liscoe -- i think his n 2 une was Peter 
Stevens —— and that Peter Stevens told him that there was 
a company in Barbados going bankrupt, and if we wanted 
to be in a worldwide memory business we ought to contact 
them. That was the first that I heard of ISL. 

Q Following that, did you contact Mr. Kovar of ISL? 

A To be very honest, I don't remember whether I 



contacted him or he contacted me or I contacted my financia 


vice president, Mr. Albert, and asked him to contact Mr. 
Kovar. But, in any event, I was in contact with Mr. Kovar. 

THE COURT: This was in December? 

THE WITNESS: In December, sir. 

Q Now, at the time -- and I zun now talking about 
December, 1969, you knew, did you not, that starting 
from scratch it was going to take Plessey at least a year 
to break in to production in the United States memory 
market? 


A I would think that is probably true. 

Q So that if you were able to acquire a company 


that had already had an ongoing relationship with the 


customers, this would likely advance your entry in the 
market by approximately a year? 

A I can't tell you by how much it would have 
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advanced it. It vould have been a very substantial saving 
for us to do that, yes. 

Q Do you recall having an initial discussion with 
Mr. Kovar at your office on or aJbout, I believe, December 1 
1969? 

A I had a discussion early in December, I can't 
give you the exact date from memory, 

Q In that discussion did you tell Mr, Kovar that 
you would like to send one of Plessey's production people 
down to Barbados? 

A I believe I did say that in that meeting, yes, 

Q And did you also say that you wanted to send 
your financial man, Mr, Albert, down there? 

A My recollection is that I did not, and my 
recollection is that Mr, Albert didn't go there. However, 

I have checked with Mr, Albert and he says my recollection 
is wrong, and he says he did go there. So it is highly 
possible that I did say to Mr, Kovar that Mr. Albert is 
coming, 

THE COURTX That would be in December? 

THE WITNESS: Yes. 

Q You do know now, in fact, both the Plesaey 
production man and Mr. Albert wont to the facility at 
Barbados in December? 
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I 2Un so advised. 

Who was the Plessey production man? 

A man called Osborne. i don't know his first 


TOE COURT: Is he an Englishman? 

THE WITNESS: Yes, sir. 

Q He was a production expert, was he not? 

A I believe he came from our Portuguese facility. 

Q But he was a production expert, was he not? 

A Yes, he was. 

Q And following that visit Mr. Osborne wrote 
a report, did he not? 


A I don't know. I'm sorry, i think i have seen 
that report since this litigation began, 

Q I show you what has been marked Plaintiff's 
Exhibit 10 and ask you if you can identify that as the 
report of Mr. Osborne. 

A It appears to be, sir. 

MR, McCONl^ELL: I offer Plaintiff's Exhibit 10 
in evidence. 


MR, MALONEY: No objection, 

THE COirRT: It will be received, 

the CLERK: I have it marked in evidence as of 


March 0th. 
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MR. MALCNEY: I think it is already in, but 
we have no objection. 

MR. MCCONNELL: I didn’t have my copy, Mr. Wallace 
memory is better than mine, so it must be in. 

Q Did you have occasion to review Mr, Osborne's 
report on or about the time it was prepared? 

A No. 

Q Is it your testimony that the first time you 
saw this report was after this litigation? 

A I don't really recall. I heard an oral version 
of Mr. Osborne's report. Whether it has anything to 
do with the written report or not, on the 19th of December, 
when an oral version of what he discovered in Barbados 
was given to the Plessey board, at which meeting lattendod. 

the COURT: You are listed on page 5 with a large 
group of people to whom this report had been sent? 

the WITNESS: Yes, but I believe, your Honor, 
that Mr. Osborne came back from Barbados on the 19th of 
December, which was the day the board of the Plessey Company 
was looking at this acquisition. We did receive a verbal 
report Of Mr. Osborne's findings, and in the normal course 
of events that report would have been prepared afterwards. 

It was after the fact, and if i got it 1 probably didn’t 
read it. 
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Q Was this a meeting of United States Plessey 
or English Plessey? 

A English Plessey, 

THE COURT: That'was,held where, sir? 

THE WITNESS: In London on the 19th of December, 
if my recollection is correct. 

Q Would there have been minutes of that meeting? 

A Yes, sir. 


Q Would those minutes report the substance of 
Mr. Osborne's report to the English Plessey board? 

A I don't recall. They normally wouldn't, 

Q But this report does show you on the distribution 

list? 


A Yes, it does, 

Q Now,' referring to p^e 2 thereof, Mr. Osborne, 
it states the envisioned and current output orders for 
the year 1970 are in the hands of Mr. Milton II. Albert, 
a financial controller from Plessey Incorporated. 

THE COURT: Where are you reading from? 

MR. Mcca^^;rELL: Under the Conclusion paragraph, 
your Honor, next to the last sentence on page 2. 

THE COURT: I see. Next to the last sentence? 

MR. McCCNirOL’’.: I will start again. 

Q Mr, Osborne states, the envisaged and current 
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output of orders for the year 1970 are in the hands of 
Mr. Milton H. Albert a financial controller from Plessey 
Incorporated, who after researching the financial aspect 
of the company reached the same conclusicn . Any negotiati 
that may take place would be carried out with the position 
that Scientific Instruments Limited is a viable proposition 

Now, did Mr. Osborne so report in his oral report 
to the English board? 

A I don’t think Mr. Osborne gave the oral report, 

I think that Mr. Osborne had arrived at London Airport 
and telephoned his boss, who was Mr. Crocker. i think Mr. 
Crocker came to the board meeting and in essence Mr. Crockei 
said that this thing looks like a viable proposition, that 
Osborne has been down there, he reports that the labor is 
reasonably good, and Crocker on that basis recommended 
to the board that we go hhead with the acquisition. 
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Q By that time you had checked out the IPL order 


3 

book and customers, had you not? 


4 

A Uo, sir; I had not. 


5 

0 Had anyone for Plessey? 


6 

A I presume .Mr. — the order book and custonor.s? 


7 

I don't think so. T don't knov;, but I certainly didn't. 


8 

THE COURT: At this meeting v/as there anv dis- 


9 

cu.sEion of hov; you \.’ould acquire ISL or just that you \'ould 


10 

go ahead and negotiate? 


11 

THE WITNESS: I don't recall, your Honor. 


12 

I have the minutes in my briefcase back there. If you like. 


13 

I v.’ill look at them. I think they nay be in evidence at 


14 

the trial. 


15 

I don t recall that there was a di.scu.~sion of the 


16 

method. I would doul^t it very, very much because our 


17 

procedure normally, v;hon v;e acquire a conpanv, is we decide 


18 

whether to enter into serious negotiations first and the 


19 

board says, "Yes, let's enter into serious negotiations," 


20 

a.nd then v;o go forward v/ith it. I don't think, there would 


21 

bo any reflection of that. 


22 

Q You say you hav'o those minutes v.’ith you? 


23 

A I thin); T do in my briefcase. 


24 

MR. '!cC?ONNrbI,: V.’e ’..'on' t interrupt no’.r, but at 


25 

the rcccr.r. break 1 v:ould 1 i l:c to take a look, at them. 
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THE VJITNESF: The 19th of December. 

Q I show you what has been narked Plaintiff's 
Exhibit 80 and ask if that shov/s you on the distribution 
list or if that shows a copy going to you? 

A Yes, it does. 

MR. McCOIIHELL: I offer Plaintiff's Exhibit 80 
in evidence. 

THE COURT: Have you seen this? 

.MR. McConnell : This cones fron Plessey's files. 
MR. .^1AL0NEY: I am sure I have, your Honor. 

Just let me take a look at it. 

THE COURT: All right. 

MR. .MALONEY: No objection, your Honor. 

THE COURT: It will he received. 

(Plaintiff's Exhibit 80 received in 
evidence.) 

Q This is a memorandum from ?1r. Croc);er to .Mr. 

J.A. Clarke, is that right, under date of January 7, 1970? 
h Yes, sir; that is correct. 

0 I.S that Sir John Clarke? 

A That is John Clar>:e, yes, the managing director 
of the riensoy Company. 

Referring to Crocker's memo: 

"This is to confirm our telephone conversati(in 

1054 

soutmc«n couMT r*oRTrRS u.s. count nou^r 

.'01 I r SCUANI NKW YOMK. N.Y. CO 7 













940 


1 

op3 Sinshcincr-direct 


1 

in which I stated that having analyzed the order 


1 ^ 

book of the above company, which stands at approxi¬ 


4 

mately 1.25 m.illion pounds, I find it to be entirely 


1 

satisfactory. 44 per cent covers work in v/hich 


■ ^ 

they purchase or provide all materials and deliver 


7 

complete stacks which they sell at $5 per hour. 


1 

This is almost exactly in line with our U.K. 


■ ^ 

matrix business. 


10 

"83 per cent is for contract labor only, which 


1 

they sell at $3 per hour. 


■ ^ 

"6 per cent is partially contract la):)or only 


13 

and is sold at $4 per hour. 


1 14 

"The remainder sub-assembly v;ork for IBM at 


1 ^ 

$2.50 per hour. 


16 

"If one compares this v/ith our own experience. 


1 17 

we arc able to profitably sell at $1.50 per hour. 


1 

Therefore, it can be seen that the wliole of t!ie order 


19 

book sliould be profitable providing their efficiencies 


1 20 

are reasonable, v/hich John Osl/orne considers to be 


B 21 

easily achievable.' 


22 

Does that refresh your recollection -- 


1 23 

A Ko, sir. 

• 

■ 24 

Q -- that -- 


25 

A I am sorrv. 
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Q that Plessey hadISL's customer order book in 

hand and had made an analysis of it? 

THE COURT: You are asking him v;hether it 

refreshes his recollection that Mr. Clarke sav; the order 
book. 

MR. MALONEY: Your Honor, I have a furtlier 

1 think Mr. Kovar testified that there v;as not 
an order book as such during his testifiony. 

THE COURT: That is sort of a play on \ 7 ords, but 
this indicates to you, »lr. Sinsheimer, that Mr. Clarke had 
obtained some information regarding the orders? 

THE \7ITNESS. It appears that ’Ir. Crocker had 
seen the orders upon v;hich I vras relying in my first con— 

*^h Mr. Kovar and I was told that there were 
over $3,000,000 v.'orth or orders in house. 

THE COURT: That is v;hat Clarke reported? 

THE V7ITNESC: That is v;hat Crocker reported to 
M.r. Clarke. I have no independent knowledge of vdiethor 
Mr. Crocker lool'.ed at the order book, or not, but I think, 
this speaks for itself. 

THE COURT: V.’hothcr it is an order book, or not, ■ 
it doesn t matter, but at that time he was sati.sfied. 

All right. 

0 Did vou, your.sclf, make a rejiort to the English 
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Plessey board with reference to the possible acauisition 
of ISL? 

A Not at this time. I did after we had had 
furtlicr negotiations and cane up with a proposal. I think 
that ’Ir. Frey and I jointly sent a nenorandun to the 
Plossoy board. 

Q Nov f let s })ach up. Do you recall a noetin^ 

v.’ith Mr. Kovar and .Mr. Shapiro at your office v?ith you on 

or about Decenber 21, 19G9, and to help you on that, do 
you recall a discussion of price? 

A Yes. 

Q Do you recall that at that neeting Kovar and 
Shapiro v/cre as).ing 2.8 nillion and you said that you 
couldn't sec nore than a nillion? 

A That is preciselv correct. 

Q Do you recall either Shapiro or Kovar saying in 
suostance that the 2.8 nillion figure would bo that figure 
at which all investors would get out their investnent? 

A Yes, 1 thin): the conversation went dong those 

lines that said, i thin); it is a rodiculous anount of 
rr.oney tor anyl>odv to ash for a ban):rupt connanv. V.’liat 
is the raison d'etre? V*i:y would anybody tliinl: of asking 
tiiat k.ind of noney? 

I (hinJ they .said, "Th.at's tiic anount of r.onoy 
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all the investors have in aid they can get out clean at 2.8 
million dollars. That is my recollection. 

Q It just happened that this bankrupt company fit 
neatly into your flatrix U.S. plan, isn't that right? 

A That is right. Absolutely, other\/ise I v/ouldn’t 
be talking to them. 

As a matter of fact, I even liad discussions with 
fir. Kovar personally and privately about liov; nicely it fit 
into the flatrix plan, v;hich I think T explained in some 
detail to him. 

Q I shov; you v;hat is in evidence as Plaintiff's 

% 

Exhibit 109 and ask you if you can identify that as your 
report to the English Plessoy board on the proposed 
acquisition of ISL? 

A Yes, it was. 

Q V.'as that prepared by you? 

A Yes, it was. Well, it was prepared by Eric 
Frey and I jointly. I believe it v;as prepared in my flew 
York office around the date it bears, January 7, 1970. 

Q \/ho is Mr. Frey? 

A f'r. Frev was and is the dircjctor of finance of 
the Plessoy Company, I.td. in England. One of his roponsibi 
ties in respect to tlie companv in Jiis finance function is 
tljo procc.ssing of all aceuisi Liojis. and disposals of t'u! 

1058 

SOUTMI riN Ot^TRlCt COtlMT MF POATI MS U S COOMTHOUSf 
FOLIVSOUAAr NitMVOMr. NV. CUY 









944 


op7 Sinsheiner-direct 

company's business. 

0 You state in part: 

"The main board standing committee appointed 
a sub-committee consisting of the managing director, 
the finance director and the director of overseas 
operations to investigate and finalize the potential 
acquisition of International Scientific, Ltd., 

3 corporation in Barbados, engaged in the manufacture 
of matrices and memory staeJis." 

Nov/, stopping there, the director of overseas 
operations v/ould be you, is that right, Mr. Sinsheimer? 

A Yes,sir. 

Q And v/as tlie finance director ?!r. Frey? 

A Yes, sir. 

Q And the managing director v/as v/ho? 

A John ClarJ:e. 

Q Sir John Clarke. Nov/, you further state: 

"Briefly, this company is in dire financial 
straits, it having at this time cither no asset 
value or a negative not v/ortli. It appears that 
this company needs an immediate infusion of 600,000 
to continue in business." 

Nov/, is tliat what Mr. Albert Iiad reported to you? 

^ I don't l.now’ './}ict!ior it v/as v/hat Mr. Albert rtniort 
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ed to me or what !lr, Kovar told me or what ftr. Frey v/as 
able to do with his little calculator after having looked 
at the rinancial statements and Mr. Frey was with me at 
a meeting v;ith Mr. Kovar, so that I really can't tell you 
how the number of $600,000 came up. 

Q You weren't relying on Mx. Kovar, V 7 ore you? 

^ ^ think we relied in this whole matter a great 

deal on Mr. Kovar and the numbers that he presented to us. 

Q Didn't you make your own independent investiga¬ 
tion of the financial condition of ISL and in that con¬ 
nection did you not send your financial man, Mr. Albert, 
to Barbados? 

A Mr. McConnell, we sent fto. Albert to Barbados to 
make a financial evaluation, but we did not do the kind of 
accounting tests that Certified Public Accountants do. 

Vve didn't confirm receivables and to a great extent we 
v.’ere relying on what we were given and v;hat we v/eretold 
by Mr. Kovar and, in fact, I thinkvre insisted in certain 
^®P^®sentations about the financial state of the comjjany 
in the contract. 


Q You further state: 

"The memory division of the components group . 
Stopninq there for a minute, v;as that the 
mon'ory division of the rnglisli components group? 
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Yes, sir. 


Q Who headed the English components group? 

A A man called George Doust. 

Q Mr. Croc>:er headed the memory division of that 
group, is that right? 

A That is right. 

Q You state: 

The memory division of the components group 
strongly urge the acquisition of this company as a 
base for our North American .Matrix operation, which 
has heretofore been approved by the board." 

That v;a5 your recommendation at the time? 

A Yes, sir. 

Q And the North American .Matrix operation that you 

are referring to is the same 1969 Matrix plan, is that 
right? 

A No, I think there is a lot of confusion about 
that. The board agreed in substance to start an American 
operation. It had this plan before us as a document upon 

which it could make up its mind. Here are tlie customers, 

these are our plans for penetration, but it didn't ar,prove 
that specific plan. 

It approved, and the minutes I believe will 

indicate tJio fact, that wo should start a North American 
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1 

operation. 

1 ^ 

THE COURT: All right, we will take our norning 

4 

recess nov;. You may be excused fora few minutes, ladies 

1 

and gentlemen. 

1 ^ 

(Recess.) 

7 

(In open court; jury present.) 

1 

THE COURT: Proceed, rir. ricConnell. 

1 ^ 

BY MR. McCOlJNELL: 

10 

Q You state in your report to the board that the 

1 

acquisition of ISL will provide the base for our North 

1 ^ 

American Matrix operation, which has heretofore been approved 

13 

by the board, is that right? 

1 14 

A Yes, sir. 

1 ^ 

Q The matrix operation that heretofore had been 

16 

approved the board and v;hich you v;cre instructed to 

1 17 

implement v.'as the 1969 matrix plan, is that not the fact? 

I 3 18 

A Not specifically, no. The plan was before the 

19 

board and the plan, the concept generally of having a matrix 

■ 20 

operation in the United States was approved, but the specifics 

1 

of the plan v;ere to be implemented by myself and I did not 

22 

feel then nor now that I was constrained to act v;ithin the ‘ 

1 23 

four corners of that document. 

1 ^ 

Q Referring again to Plaintiff’s Exhibit 109, which 

25 

is the minute of the English Plessey Ixjard for October, 
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and which states: 

"A brochure was submitted, September 26, 

1969, setting out proposals for the manufacture 
of matrix products in the U.S.A., approval in 
principle v;as given to the proposal subject to the 
working out of a detailed plan for which Mr. Sin- 
sheimer would be responsible in conjunction with 
Mr. Michael Clarke." 

Now, the brochure that is referred to is the 
matrix plan, is it not? 

A Yes. 


document 
evidence. 
read into 


MR. r-IALONEY: Your Honor, I don't think that 
has been marked for identification or offered in 
I believe wo should do that since it has been 
the record. 


MR. McCONNLLL: I am sorry, I thought I had. 
THE COURT: I don't think it has been, no. 
That is 108? 


MR. HcCOlIHELL: 100. TJo, it hasn't. 
(Plaintiff's Exhibit 108 received in 
evidence.) 

Q Now, after your report did the English Plesscy 
board authorize ^^ou to go ahead vrith the acnuisition? 

A Yes, they did. 
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Q On the terms outlined therein? 

A Yes, they did. 

Q Did Mr. Albert go down to the Barbados facility 
again in January? 

A That 1 do not know. My recollection wa-sthat 
he did go down in connection with the sale of a house. 

I wouldn't know whether that would be January or February. 

I think it must have been February because I don't think 
the board approved our buying this house until cither very 
late in January or very early in February, but again I 
could be mistaken. l just don't recall the dates. 

Q In any event, whether it is late January or early 
February, Albert did go again to Barbados? 


A 

Q 

A 

Q 

A 


I believe he did, yes. 

Did Mr. Crocker also go to Barbados? 

At what time, r!r. McConnell? 

In February. 

lie may have, i just don't remenber. I have no 
recollection. lie very wellcould have. 

0 Did «u:. Clarke also go to Barbados? 

A Oh, yes. Now you have refreshed ny recol¬ 
lection. Both Clarke and Crocker went to Darh.ndos in 
either the second or third week of February. I think 
they returned back, to New York, if i am not mistaken, on 
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950 


February 19th, if that is the trip you are talking about, 

0 And thev prepared a report in connection with 
that visit, did they not? 

A They did, yes. 

Q You were on the distribution? 

A Yes, sir. 


\ Q By that time ^ou knew exactly how desperate ISL's 
financial condition v;as, did you not? 

A Well, I knew that the situation in Barbados v;as 
desperate financially because Mr. Kovar had indicated that 
in order to have working capital until we closed this deal, 
he would have to sell the house, which he used as a 
residence, and I believe that we agreed to buy that house 
at the price that his purchaser was willing to pay in order 
to provide funds to keep tlie business going, even though 
we hadn't signed a contract to buy that house yet. 

Q Those funds v;ere just sufficient to keep the 
business going until the proposed closing on March 2, isn't 
tliat right? 

A So I believe. 

Q Do you knov.’ hov; many days ?lr. Crocker and rTr. 
Clarke spent at Barl>ados in February? 

A I thinJ: they spent two, throe or four. I think 
it was probably from Mondav tlirougli Thursday. 
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Q Following that visit do you recall whether or 
not their report v;as favorable or unfavorable so far as 
the acquisition of ISL? 

A V7ell, I presume that it v;as favorable because 
had it been — my recollection was that it was favorable, 


Q I show you Plaintiff's Exhibit 11, which is in 
evidence, which is Hr. Crocker's report of his February 

trip with lir. Clarke, and ask you if you received that at 
or about that time? 


A Yes, I did. 


May I have the last part of 


the question, on or about which time? 

Q At or about that time. The date of the report 
is February 25th. 

A I received it on the 5th of March. 

Q What is it that indicates to you that you 
received it on the 5th of March? 

A I had a letter of transmittal with a date stamp 
from my office March 5, which was done in the normal course 
of our business. 

Q Referring to page 1 thereof, r'x. Crocker states 
in part, docs he not: 

A Matrix U..S.A. plan v/as put before the board 

in Septemljor, 19G9." 
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952 


Now, that is the same matrix plan that we have 
been talking about, is it not? 

A That is correct, 

Q Since that time an opportunity has arisen 
to purchase a Barbados-based core vreaving assembly 
and engineering company known am International 
Scientific, Ltd. v’ith an existing agency sales force 
in the United States. The objective of this report 
IS to propose the integration of International 
Scientific, Ltd. with the Matrix U.S.A. business plan 
to form a virtually independent and total facility 
in the core memory stack business. The proposal 
does not include the manufacture of ferrite cores. 

The objective will be as the U.S. A. Matrix plan, 
namely, to achieve a penetration of 5 per cent of 
the available U.S, memory stack market, i.e., sales 
of over 2 million pounds in 1973-74.'' 

Which would be 4 million 8 U.S., right? 

A Yes, sir, roughly. 4 million 6. 

Q The acquisition of International Scientific, 

Ltd. will provide us with an opportunity to roach 
our original target more quickly." 

V.'ere you in agreement with those comments of 
Mr. CrocI:er? 
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A Oh, yes; absolutely, 

Q Turning to page 3, Mr. Crocker further states 
under the heading of "Proposed Reorganization." 

"The memory division of Plessey, Inc. v;ill be 
under the direction of a general manager controlling 
the Long Island and Barbados operations. In view of 
the nature of the contract v/ith ISL it is proposed 
that Mr. A, Kovar be made acting general manager 
v;ith the clear understanding that during the first 
12 months a permanent and more competent general 
manager will be appointed at any time. The Long 
Island facility will be run by a marketing manager 
responsible for the direction of the agents and the 
building up of amenable minimal in-house sales force. 

He v;ill also control a customer engineering capability 
covering test, repair, service and outline design." 

Were you in agreement with those comments? 

A No, not necessarily. 

THE COURT: What is the Long Island facility? 

THE V/ITNESS: Your Honor, v;e had at that time 
a facility in Farmingdale, Long Island. V7hen the board 
gave its authorization to go ahead with the matrix program, 
\\e recruited a very small team of two people and tliey were 
at that facility in Long Island and the intention was in 
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building up the business to have an engineering and repair 
facility in Long Island. That was the intention. 

The part that I wasn't in agreement with v:as 
the question of .Mr. Kovar because I had had a discussion 
with Mr. Kovar about his future and i asked him whether he 
wanted to be a lawyer or a businessman in the future and 
I outlined the total plans for the company in the memory 
business and l said did he want to be considered part of it 
and he said he diden a permanent basis and at that particula: 
time I wasn't prepared to make a determination as to whether 
Hr. Kovar was going to have that job or not have it. 

Q Under your contract with ISL, ISL management 
was to remain in control of the business during the 
measuring year; is that right? 

A Absolutely. Crocker's point, though, is quite 

simple. Crocker's point is in that measuring year we 

should recruit a permanent guy to run it because he didn't 
haye confidence that -Ir. Kovar had the ability to do it. 

I wasn't prepared to pass judgment. 

Q Crocker wanted the arrangement to be that Kovar 
could)w dismissed at any time during the 12-month period, 
isn't that riglit? 

A After or before the contract was signed? 

Q This is after tlie contract was signed but 
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before the closing? 

A No, that is not what this says, Mr. McConnell. 

Q That is not v/hat this says? 

A No, it is not \%'hat it says nor v;hat I believe 
Crocker believed because I had several conversations with 
Crocker, v.’ho fully understood the company's obligation 
under the contract. 

Q Mr. Crocker also said — 

THE COURT; Let me just sort of straighten this 
out in my mind. This memorandum, I knov;, isn't yours. 

It suggests that Kovar be made acting general manager v/ith 
a clear understanding that during the first 12 months a 
permanent and more competent general manager be appointed 
at any time. 

THE V/ITNESS; My understanding of this, your 
Honor, was that Mr. Crocker believed that this business 
had to be run by a competent businessman and not a lawyer 
turned businessman like me. 


THE COURT; Like you? 

THE V7ITNEES: Like me, ves. 

THE COURT; There seem to be an awful lot of 
those, ladies and gentlemen. 

THE WITNESS; His feeling was that in the year 
that we had, his oral conversations with mo indicated that 
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in the year that „e had where „e had an obligation to leave 
ISL management in, „e ahould be recruiting a permanent 
man to put in there at the end of the measuring year. 

THE COURT: Is that what he says? 

the WIT..E.SS: I really don't hnov, what it says, 
your Honor. i don't know what the author meant, but 
certainly it is not my understanding of what "r.crooher 


meant. 


THE COURT; He said that a permanent more 


competent general manager be appointed at any time, t don't 

what a businessman would understand, but qua lawyer would 

indicate that the Plessey could appoint a general manager 
at any time? 

the mT.mss.. I think in point of fact what 
Crocker probably had in mind was that we could appoint a 
general manager, but whether he v^uld take over the general 
manager of that facility before the end of the measuring 
year, I don't think that Crocker even thought about, 
because Crocker, 1 don't believe, was looking at this as 

a lawyer at all because ,br. Crocker was not one of us la-.vyer- 
turned bu.sinessnen for all types. 

THE COURT: Anyway, you Iiave given your version 
on that. Probably Crocker qua businessman didn't have much 
to do with working out the details of the contract, did he? 
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THE WITNESS; Your Honor, he had nothing to do 
with working out the details of the contract and I ar, not 
even sure that Crocker ever had a copy of the contract. 

He may have, but I really don't know and I had no specific 
discussion with Crocker except on the fact that we had to 
let these people run it as Ic g as they were running it 
properly for a year's time. 

Q I show you in that connection Plaintiff's Exhibit 


111 — 


MR. MALONEY; Your Honor, I believe that is the 
document with the big blue cover. 

MR. .MCCONNELL; This is the one I have and I 
have only one copy. 

MR. riALONEY; I would like to have this one 
marked because I believe this is the one we obtained from 
Mr. Sinsheimer's file and I believe it may be important 
that that particular document be the one in evidence. 

THE COURT; This is my copy. You can do anythim 
you want v;ith it. 


MR. riALONEY: V/e cn make another copy over¬ 


night. 


Q I show you what is in evidence as Plaintiff's 
Exhibit 111 and ask you if vou can identify that as the 
joint report of Messrs. ClarJte and Crocker on the proposed 
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acquisition of ISL under date of February 18, 1970? 

A Yes. 

Q NOW, that report has attached to It, does it not, 
a copy of the final contract, purchase contract with ISL7 
A Excuse me, your Honor. I am sorry, excuse me, 
Mr. McConnell. This date of February 18 purports to be a 
report of a meeting had with the British High Commissioner. 
It does not purport to be ary more than that on that date. 

0 Doesn't that same page also show distribution 
to a number of people including yourself? 

A Yes, it does. I 

Q Didn't that indicate to you that that is indeed 
the date of the report? I 

A No, sir. I 

Q It doesn't? I 

A I know as a fact that it is not. 

Q Does that report, whatever its date, have 
attached to it a copy of the final contract with ISL? 

A Yes, it does. I 

Q referring again to Crocker's report, his own 
personal report of February 25, Plaintiff's Exhibit 111, 
would you refer to the note at the bottom of page 3? 

A Yes. 

0 What does that say? 
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A It says, "This plan shall be read in conjunction 
vith the report of the proposed acouisition of ISL." 

Q Stopping there, sir, isn't that the report I 
just showed you. Plaintiff's Exhibit 111 ? 

A Yes, it is. 

Q So that V 7 ould indicate that at least by 
February 25 when Crocker is writing that there should be 
a clear understanding that Kovar can be sacked or discharged 
at any time,that he had already prepared this report on 
the proposed acquisition. Plaintiff's Exhibit 111 , which 
had attached to it a copy of the contract? 

A No, sir; it does not. 

Q It does not? 

A I do not know as a fact that the report v;hich 

( 

was prepared by Clarke and Crocker in Farmingdale, New York, 
had attached to it at the time it v;as prepared any of the 
appendices because they do not appear to be referred to, 

if my recollection is correct. it may very well may be 
that Crocker — 

Q I show you the index to Plaintiff's Exhibit 11 
and ask you if that does not show as one of the attaclimcnts 

A It does. 

Q The contract of February 4 ? 


It does. 
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Q Now, having seen that, would you not agree that 
when Crocker wrote his February 25th report and said there 
should be a clear understanding that Kovar can be dis¬ 
charged at any tine during the 12 -month period that he 
had already prepared the earlier report on the proposed 
acquisition of ISL, Plaintiff's Exhibit 111 ? 

A He nay very v;ell have. 

Q Which had attached to it a copy of the contract? 

A I don't know what it had attached to it. He 
may very well have. I don't know, because I didn't pre¬ 
pare these documents. 
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THE COURT: He doesn't know. No use to keep 

repeating. You are repeating it, and he doesn't know. He 
doesn't know whether this fellow read the contract, anyway. 
THE WITNESS: No, your Honor. 

Q Do you recall that there was an amendment to 
the contract on March 2nd? 

A In Barbados? 

Q Yes. 

A Yes, sir. 

Q Do you recall that one of the amendments was 
to provide that ISL would put in the business $800,000, 
rather than $600,000, but that as to that additional 
$200,000 — did I say iSL let's start over again -- 

Do you recall one of the amendments at the 
closing on March 2nd — 

THE COURT: Were you at the closing? 

THE WITNESS: No, sir. 

THE CCXJRT: You weren't there? 

THE WITNESS: No, sir, I was in New York. 

Q But Mr. Albert was in telephonic contact with 

you? 

A Constantly. 

Q Do you recall that one of the eunendments at 
the March 2nd closing was that Plessey would put in the 
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business $800,000, rather than $600,000 but as to the 

additional $200,000 ISL was to be charged the cost thereof? 

A Yes, 

Q And that was to be at 10 per cent? 

A I believe so. 

Q Or, in other words, $20,000? 

A My understanding was they were to be charged 
with it, but in computing the profits for the measuring 
year they would be presumed to pay that much on the money 
yes, that is essentially correct, 

Q Do you recall Mr. Albert's reason for demanding 
that change was that ~ 

TOE CCXJRT: I think I would like to cover that. 
This is what Mr. Albert and Mr. Sinsheimer were doing on 
the telephone? i think l would like to question. 

Did Albert indicate to you over the'telephone 
why he wanted this amendment, the extra $200,000? 

THE WITNESS: Well, your Honor, the way it happened 
was a little bit different than that, if i may. 

THE COURT: That is what I wanted to get at, 

THE WITNESS: Mr. Albert called me and told me 
that this business had lost more money last year than I 
had been led to believe, the financial statements, the 
documents that i had in my possession showed at the time 
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1 

we signed the contract. 

1 

He also told me that the month of February was 


a disaster, to use his words, in terns of profit and loss. 

■ 5 

and by this time I was a little bit fed up, i was angry. 

1 

and I told him to forget the whole deal and come home. 


and I hung up the telephone. 

■ 8 

He then called back ~ i don't know how many 

1 ^ 

minutes or hours later - and started to say to me, "Well, 

10 

1 

why don’t we close it( we have gone this far." He said. 

■ 11 

"Look, we are going to have to put more money in, we 

1 ^ 

are going to have to put at least $200,000 more in to cover 

13 

1 

the extra $200,000 loss that I didn’t know before I got 

■ 14 

here," said Mr, Albert, "if i charge them interest on it 

1 

at 10 per cent and deduct that and get the full payout. 

16 

instead of making $360,000 profit, they would have to 

■ 17 

make $380,000." That is how that arose. 

1 ^ 

Q And the gist of what Mr. Albert was reporting 

19 

1 

to you, he was finding out for the first time that the 

■ 20 

business in '69 had lost approximately $400,000, rather 

■ 

than the anticipated $200,000? isn't that it? 

22 


1 

A That is correct. 

■ 23 



Q I direct your attention again to Plaintiff's 

■ 24 

9*^ 

Exhibit 111, which is the report on the proposed acquisition 

1 

of ISL Barbados, and ask you if that has included in it 
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* ■tatement of profit and loss for the year 1969 for ISL? 

A It does• 

Q Have you recently read this document in prepara¬ 
tion for your testimony? 

A Yes, I have, yesterday. 

Q And that shows the loss for the year for ISL 
was $395,000? 

A That is correct, 

Q Is it your position that Mr. Albert ddn't have 
this information in advance of going to the closing? 

A I know as a fact he didn't, because I didn't. 

Q Again referring to the page which has the typed 

signatures of Clarke and Crocker and which is dated 
February 18, 1970, who are the people who are shown on 
the distribution? 

A M.W, Clark, W.J. Sinsheimer, G.H. Doust, S. Dubin, 

M. Albert, N.J. Crocker, D.G, Clark. 

Q And the Clarke is your Mr, Clarke? 

A Which? 

Q With the United States company? There are two 
of them here? The one that got two copies, 

A D.G. Clarke of the United States company. 

Q He has an E on the end of his naune, and he is 

''^ifh the United States company? 
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1 

2 

A Yes. 


3 

Q He was there with Crocker? 

1 

4 

A Yes. 

1 

5 

Q And must have been there on the 18th? 

■ 

6 

A He %7as there on the 18th and 19th. 

1 

7 

Q And notwithstanding the fact that you are shown 

1 

8 

on the distribution list and Albert is shown on the 

■ 

9 

distribution list and this page bears the date February 18, 

1 

10 

1970, and the report itself is referred to in Crocker's 

1 

11 

February 25th report, it is your testimony that you didn'^ 

1 

12 

have any of this information at the time of the closing? 

1 

13 

A It is my testimony that this was received in 

1 

14 

my office on March 5th, 

1 

15 

Q So that the right hand didn't know what the left 

1 

16 

hand was doing? 

1 

17 

A If that is the way you want to characterize it. 

1 

18 

Mr, McConnell, 

M 

19 

Q I show you Plaintiff's Exhibit 110, which is in 

1 

20 

evidence, which are the minutes of the meeting of the 

1 

21 

board of directors of the English Plessey under date of 

■ 

2?. 

February 27, 1970. 

1 

23 

I ask you if you have ever seen a copy of that 

1 

24 

before? 

■ 

25 

A Yea, i have. 

1 
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Q And, in fact, although you weren't in attendance, 
you are shown as the man who is to action the matters 
referred to? is that right? 

A No, One of the actions referred to, I believe-- 
I won't argue with you, Mr. McConnell. i am referred to 
as the action, 

Q Now, under the heading of Barbados, Plaintiff's 
Exhibit 110 states Mr, Prey reported that it was hoped 
to sign the final agreement very shortly. The prospects 
for Barbados were better than originally envisaged, but 
it has been necessary to make the following changes in 
the proposals previously approved by the boardi 1, the 
working capital to be immediately provided was now likely 
to be in the region of $800,000. 

Now, does that refresh your recollection? 

A oh, yes, 

Q That prior to the closing Plessey already knew 
that it was going to take $800,000, rather than $600,000 — 

A Mr, McConnell — 

Q — to put this ship afloat? 

A Your question to me was whether I knew or Milton 
Albert knew? Neither of us knew. Erik Frey knew and made 
a report to a board meeting at which I was not in attendance 

Q So your testimony is Erik Frey knew, the English 
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board knew, but you and Mr. Albert did not know? 

THE COURT: I suppose the question really is, 
isn't it, whether you knew it or not, Plessey knew on 
February 27th that they could have to put up $800,000, 
instead of the original $600,000? 

TOE WITNESS: Yes, sir. 

THE COURT: Plessey knew that? 

THE WITNESS: On the Friday before the Monday 
closing, yes. 

Q Notwithstanding that, Mr. Frey reports that 
the acquisition is even better than envisaged, doesn't he? 

THE CCXJRT: The document speaks for itself. 

I don't think you need to ask Mr. Sinsheimer what that 
means. 

Q I show you what has been marked Plaintiff's 
Exhibit 12 and ask you if you can identify what that is. 

A It appears to be a report prepared by Mr. Kinkof. 

Q At that time who was Mr. Kinkof? 

A I think he was the marketing manager that we 
had at Fermingdale in a sort of matrix United States 
operation. He was the marketing man, I guess. 

MR, McCdTNELL: I offer Plaintiff's Exhibit 12 
in evidence, 

MR, MALOIJEY: No objection, 
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THE COURT: Received* 

(Plaintiff's Exhibit 12 received in evidence*) 

Q The date of this report is March 17, 1970? 

Is that right? 

A Yes * 

Q Referring to the first part, Kinkof states 
in part: 

"This proposal outlines a plan for the initial 
12 months phase of operations covering the sales, engineering 
design, production and customer support of memory products 
sold in the USA market by the joint Plessey Electronics-ISL 
organizations* it is formulated to be consistent with 
the provisions of the recent Plessey/ISL acquisition 
agreement* 

"Two distinct phases are involved. 

"(a) Short range - the 'measuring year'. This 
will run through approximately 30 April 1971 and is based 
upon continuation of ISL operations in most instances as 
they are presently handled with the addition of support 
from Plessey Electronics as requested or were considered 
necessary to meet objectives, 

"(b) Long range - the time beyond the 'measuring 
year' when Plessey Electronics Corporation shall have 
met the terms of the agreement and have complete freedom 
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to organize, manage and operate Barbados and associated 
U.S. memory facilities as it chooses, in this phase, 
key functions are planned to be located as follows — 

And then he goes on. 

Did you agree with Mr. Kinkof's characterization 

of this? 

A Mo, sir, I don't believe I saw this document until, 
this litigation began. 

Q Now, Kinkof was one of the co-authors of the 
matrix plan, was it not? 

A Yes, he was. 

Q Do you recall that in May of 1970 Mr. Crocker 
and Mr. Clarke, along with Mr, Kovar, attended the spring 
joint computer conference at Atlantic City? 

A Yes. 

Q Do you recall either Mr, Clarice or Mr, Crocker, 
or both, reporting to you on the subject of their conver¬ 
sations with Kovar following their return from’that 
conference at Barbados? 

A I don't recall whether they specifically talked 
about their conversation with Mr, Kovarj they certainly 
reported to me on the sum and substance of what was going 
on in Barbados and how it was being managed, yes, 

Q Did both of them report to you? 
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A I can't recall. My diary does indicate a meeting 
with Crocker and Clarke, so I presume they both came in 
and talked to me 2Ut>out it, 

Q Well, didn'tboth Crocker and Clarke tell you 
that they tried to get Kovar to agree to certain changes 
they wanted to make in the Barbados operation and that 
he had balked at this? 

A Not in those words, no, 

Q Didn't they tell you that they wanted Kovar to 
agree to transfer all marketing responsibility, including 
pricing, to Parr and that Kovar had objected to this? 

A That could have been part of the general dis¬ 
cussion we had, yes, 

Q Didn't Clarke and Crocker tell you that they 
wanted Kovar to agree to Hewitt having complete control 
of production and to agree to changing the ISL facility 
at Barbados into essentially an assembly type operation? 

A No, they did not. They did tell me that they 
had been down there and that Peter Hewitt said the place 
was a disaster from the production point of view, that 
it could never work, that all of the changes that he had 
suggested had been vetoed by Mr. Kovar. He gave Don Clarke, 
or Don Clarke told me Peter Hewitt's reaction to Mr. 

Kovar as a manager, and this was some time, I guess, in 
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the middle of May, That was the essence of the conversation. 

Q Have you finished? 

A Yes. 

Q Didn't Clarke and Crocker also tell you that 
they had asked Kovar to agree to the transfer of customer 
service and repair, customer design, prototype, and 
engineering, as well as marketing, to a facility to be 
established at Boston, Maynard? 

A I don't know whether he said he disagreed because 
frankly, all of these things that you are talking about 
were contained in a letter that Mr. Kovar wrote to me 
recommending the way we should run the business. So l 
don't know whethfer it is that letter I am thinking of 
or what they told me, but there could have been that kind 
of a conversation, yes. 

Q Did they report to you that Kovar had said that 
he could not agr^'e to these things because necessarily 
they were going to depress pccfits short term and that 
while they might make sense to Plessey long range as 
a matter of business, that he had an obligation under the 
contract to maximize profits during the measuring year? 

A They may have said that to me, i can't bo 
positive of that, 

Q Did they also report to you that Kovar had said 
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that if Plessey had wanted to go ahead and make these 
changes, but was willing to pay off at the end of the 
measuring year the full amount, that he, Kovar, had no 
objection? 

A Oh, that I recall, yes. 

Q Didn't Clarke and Crocker further report to you 
that Kovar was a stubborn man, that he was not going to 
take their direction, and that he was not going to do 
whatever you asked him to do so far as the management of 
that business? 

A I am not sure whether they used the words 
stubborn or whether they used a different word having 
to do with his ability, rather than frame of mind. 

Q Didn't they recommend to you that Kovar be 
gotten rid of just as soon as possible and that Pltssey 
take over the management of this company? 

A No. 

Q Didn't they, in fact, within a matter of ten 
days following the discussions at the spring conference, 
and later at Barbados in May, lay down plans for the 
takeover of management at Barbados and the firing of Kovar? 

A No, not the firing of Kovar, 

Q I show you what is in evidence as Plaintiff's 
Exhibit 20, which purports to be a memorandum by Mr. Clarke 

1087 



SOUTHCRN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE. NEW YORK. N.Y. CO 7.4SM 





973 

Sinsheiiner—direct 

under date of May 25th and which is entitled "Action 
arising out of meetings held at Towcester May 20th and 

Strowger House, May 22, 1970"? Those would both be locatioi 
in England? is that right? 

A Yea, sir, 

Q I ask you who is shown on the distribution? 

A I am, and I did get a copy, 

Q Would you refer to the second paragraph thereof: 

"The date of the takeover from Allan Kovar 
should be as early in June as possible and this date 
will be dependent upon arrangements to be made by W,J, 
Sinsheimer, Gretton and other people involved in the take¬ 
over will be available for movement effective June 7, 1970, 

Is it your testimony that you did not understand 
that to contemplate the firing of Kovar? 

A No, I think I better explain that, Mr, McConnell, 
I had made a judgment that if we could take this business 
over in June, we would, i had not made a judgment that 
I would fire Kovar or keep Kovar on in some capacity not 
as general manager of memories, I had made a judgment 
that if this business did not live up to its contractual 
requirements to make a profit of $15,000 in May, we would, 
in fact, take it over, 

Q Where does the contract say they had to make a 
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profit of $15,000 in May? 

A Would you like my legal interpretation? 

llus COURTS Show him the contract, 

WITNESS: I believe the words are —— 

THE COURT: Don't guess at the words. You better 
look at it, 

MR. McConnell s do you want to refer to the 

contract as amended by the March 2nd amendment. Plaintiff's 
Exhibit 5? 

THE WITNESS: "It is hereby further modified 
so if the profits of ISL commencing May 1, 1970, average 
less than $15,000 per month — " 

Q That is an average, is it your position that 
you can average one month? 

^A It is my position that i instructed the draftsman 
to allow me to take over the business if they did not make 
$15,000. 

THE COURT: That is not the question. Don't read 

it as a lawyer.^ We had another layman who testified_ 

what was his name — Carlen. Let's get a layman's inter¬ 
pretation of that, 

N^THE WITNESS: Your Honor, i don't think that I 
can interpret a word without reference to why the word 
got in there, how it got in there, and the antecedents of 
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the discussion leading to it, 

THE COURT: In other vords, you have a special 
interpretation of "average"? 

TOE WITNESS: No, sir. If Hank Aaron gets up 
in the first inning and hits a home run and has not another 
hit after that, his average is 1,000. 

THE COURT: Suppose Aaron was told that beginning 
May 1st if the average is less than five home runs per 
month is going to be cut? 

THE WITNESS: I believe he would have to hit five 

in May. 

TOE COURT: You think then if he hadn't hit 

five in May, although he might hit ten in June that would 
not do it? 

TOE WITNESS: Yes, sir^ 

MR. MALONEY: Excuse me. I thought we were going 
to give sinsheimer the opportunity of explaining 
what the word average mea nt in the context. 

THE COURT: You will get a chance to do that. 

All he wants him to say is how he interprets the word, 

THE WITOJESS: I interpret the word, your Honor, 
to mean "at the rate of," 

THE COURT: At the rate of, 

THE V7ITNLSS: At the rate of, which I believe is 
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my interpretation of it. 

Q Now, isn't it a fact that at the time these plans 
were being discussed on May 20th and May 22nd, Clarke or 
Crocker had already made arrangements with Plessey for 
Mr, Gretton to come to Barbados as manager of the plant? 

A No, sir. On my instructions Clarke and Crocker 
was to put together a total timetable for the Plessey 
taking over of the Barbados operation if we had the right 
to do it at the end of May, but we would not have the right 
to do it unless they made a profit of less than $15,000. 

I was of the opinion that they were going to m 2 Uce less 
than $15,000, because we, in fact, checked the sales in 
the middle of May in Barbados and there was no way in 
my judgment that they could have made it. 

So what Clarke was instructing to db was to 
go and make a plan so that on the day he determined to do 
it everybody would be ready to move and in that respect 
he had made an arrangement with Mr. Gretton which was 
certainly conditioned upon the takeover. 

Q Well, he states, "Mr. D.Gretton is to join 
International Scientific (1970) Ltd., as manager in 
charge of operations at a salary of $17,500 U.S. plus 
a company car and current benefits available to staff 
in Barbados." 
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Now, is it your testimony that that arrangement 
with Gretton was contingent? 

A I believe it was, i believe the whole document, 
if you read the document on the four corners, is contingent 
upon my giving the go ahead to take over the operation 
on behalf of the Plessey Company, yes, 

Q The document further states, paragraph 4i 

"Prank Parr to be available in Barbados at the 
time of the takeover to completely review all outstanding 
commitments, pricing policy and set up the necessary pro¬ 
cedure for the future handling cf existing orders, new 

inquiries, and customer liaison," 

% 

I take it Parr was to be part of this time, this 
takeover team, that was to go to Barbados? 

A Well, to go to Barbados not permanently, I 
think what the reasoning behind that is once you take 
over an operation you have not hau complete day to day 
control of, you got to have financial people there, market¬ 
ing people the e, manufacturing people there, and you got 
to get your new general management there, 

Q And these takeover plans which you say wore 
contingent, also contemplated that Mr, Lewis would go to 
Barbados? 

A I carft recall who Mr, Lewis is, 
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Q See if i can refresh your recollection, 
the COURT: He was another lawyer? 

THE WITOESS: Oh, I zun sorry, 

MR, McCCNNELLt Lewis is not a lawyer, 

the WITNESS: I think this was another Lewis, 

MR, MCCONNELL: This is not Julius Lewis; this 
is somebody from English Plessey, 

Q Reading from paragraph 5, "The components group 
have indicated that W, Sweeney and M, Lewis should also 
be on hand in Barbados at the time of the takeover,- 
Do you recall who W, Sweeney is? 

A Sweeney was the controller of the memory 
operation in Towcester, l don-t really have any recollec¬ 
tion of who Mr, Lewis was. 


Q Wasn't Lewis a production man? 

A I don't really know, 

Q "Sweeney to review the financial control and 
insure that this is in keeping with Plessey policy and 
«lBo based on the Portugal and Malta operations, also 
to assist Prank Parr in the necessary cost structure so 
that selling prices can be calculated," 

Now, it was contemplated that this takeover 

group was going to take up with a new selling price of 

its own? Isn't that right? 
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A I would prestime so, yes, 

Q "M, Lewis, who is responsible for production 
layouts and components and work load, to review the 

P^od'iction facility and produce a proposal as to 
how to best lay out the production floor plan to insure 
smoother work flow and the ability to employ more operators 
in the existing floor space." 

Does that refresh your recollection that Mr, 

Lewis was a production man? 

A I don't doubt it at all, i never met Mr, Lewis 
and the name just doesn't ring a bell. 

Q So it was contemplated that this takeover team 
which you say was contingent would consist of Mr. Grfetton, 
Mr. Parr, marketing manager, Mr. Lewis, production man 
apparently, and Mr, Sweeney, a financial man? Is that right? 

A It depends what you mean by takeover team. 

This would be the team of people that would go down there 
in the first instance and get the thing straightened out. 
Most of them were not going to stay there. Parr was not 
going to stay there, and Gretton was to take over. This 
to me was an advisory team, to get down there and put 
this thing on even keel so we could get it moving, 

Q Continuing he states it was contemplated that 
after the takeover team arrived and had been there for 
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some time, that then Clarke and Crocker would arrive 
on the scene? Isn'tthat right? 

A I would think so, yes. i don't have that 
document in front of me, 

THE COURT: Have you got a copy for the witness? 
MR, McCCtTNELL: No, I don't believe we have. 

MR, MALONEY: I will give him mine. I have read 

mine. 

THE COURT: I would like him to have a copy so 
^ he can follow it. 


Q Paragraph 6 reads: 

At the end of the two-week changeover and review 
j>eriod, D.G. Clarke aid N. Crocker to visit Barbados and 
it is suggested that Milton Albert should also be available 
at that time. This visit will be to completely review 
the action taken over the previous two weeks and to finalij!<> 
the future planning and operation of the Barbados facility 
both from a production viewpoint and commercial so far 
as orders, new inquiries, and product range are concerned." 

Do you recall that following the takeover, if, 
indeed, there was a takeover, that there was going to be 
discussion of what the product ranges for this business 
was to bo in the future? 

A That is what Mr. Clarke's report says, and I 
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presume that I have a recollection of it. i got a copy 
of the reporter. 

THE COURT: I think maybe we will take our 
luncheon break now and meet again at 2 o'clock. 

Ladies and gentlemen, you are excused until 
2 o'clock. Thank you very much. 

(Luncheon recess) 
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AFTERNOON SESSION 


2 P.M. 

WARREN J. SINSHEIMER, resumed. 

(Jury present.) 

THE COURT: Good afternoon, ladies and gentlemen. 
direct examination CONTINUED 

BY MR. MCCONNELL: 

Q All right, Mr. Sinsheimer, have you got Clarke's 
May 25th memorandum in front of you? it is Exhibit 20. 
the COURT: This is Exhibit 20? 

MR. McConnell: Yes. 

A No, sir, I don't think so. At least I don't 
find it. 

MR. MCCONNELL: I think the court reporter took 
a copy from up there. 

(Pause.) 

Q All right, now, referring to paragraph 7, 

Clarke says, "it is agreed that following the takeover, 
all marketing in North America will come under the control 
of Frank Parr, assisted by j. McNamara for engineering 
design support with customers." 

Now, that's what Clarke and Crocker was asking 
for Kovar to agree to when they were down in Barbados 
early in May, isn't it? 
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A I don't know. 

Q You don't know. 

Paragraph 8 says, "The next step is for the 
finalization of the Boston location and the establishing 

of a service and test facility together with a sales 
office." 

Now, that also was what Clarke and Crocker were 
asking Kovar to agree to when they were down in Barbados 
earlier in May, isn't it? 

A I don't know, it could have been, Mr. McConnell. 
It could have been, but I really don't know. 

Q Referring to paragraph 9, "Originally it had 
been agreed that engineer N. Boyce from Barbados should 
visit Towcester for training under Allan Jones and that 
Industrial engineer should be loaned from Towcester to 
Barbados for a period of six months. This arrangement was 
initially entered into on the understanding that Allan 
Kovar would be running the facility for the measuring year. 
In view of the action now agreed upon, the above should 
be reviewed after Gretton has settled and it then be 

decided as to whether it is necessary for these steps to 
be taken," 

Is it still your position and testimony that 
there was no agreement on takeover and that this was just 
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a contingency plan? 

A This plan was a plan that I asked Clarke to 
come up with for the takeover of the ISL business if, as 
and when we had the right to do it in June, it was my firm 
opinion at the time I asked for this plan, and that opinion 
was concurred in by my controller, that that right would 
arise in June. That was the only thing that was agreed on, 
and that's what these words mean. 

Q Paragraph 10 reads, -D.G. Clarke to advise 
N. Crocker of the date for the above plan to be put into 
effect. As soon as this date has been agreed by W.J. 
Sinsheimer, the attention being for the takeover group 
to arrive at the Barbados plant the day following the 
dismissal of Allan Kovar." 

Is it still your position that part of this 
plan did not include firing or dismissal of Kovar? 

A It depends what you mean by dismissal. Part 
of the plan was that Kovar. in my mind, would not run 
that facility, you used the word fire before. There 
was ID question ~ and my testimony was that I had not made 
a present intent at the time this was contemplated to fire 
Kovar. It's my testimony that he was to be dismissed 
from that particular part of the Plessey operation if. 
as and when we had the right to take it over. 
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Q Going back to Mr. Kinkbf's report of March 17th 
where he purports to describe Plessey'a obligations 
under the contract which you said you didn't agree with, 
a short range period and a long range period. Do you 
recall the memorandum? 

A Yes, I do. I keep it in front of me. 

Q What happened to Kinkof? 

^ ^ think that he left the company. 

Q How soon after that report? 

A I don t remember, to be honest with you. It's 
when Prank Parr came aboard. Frank Parr took Kinhof's 
place. 

Q That was in April or May? 

A I think so, yes. 

THK COURT: Are ycuthrough with Exhibit 20? 

MR, MCCONNELL: Yes, I am. 

TOE COURT: Perhaps you can give it back to me 
since you are through. 

THE WITNESS: Your Honor, I think there is a 
question that should be clarified, i don't believe I 
testified on Mr. McConnell's examination that I didn't 
agree with the conclusions. i think I testified that 
I didn't see the report, 

Q I thought I asked you, Mr. Sinsheimer, whether 
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or not you would agree with that characterization of 

Plessey'a obligations under the agreement and if my 

recollection serves me correctly, you said that you did 
not. 

the WITNESS: I would like to have it read back, 
if I may, your Honor. 

MR. MALCNEY: Excuse me, I don’t even know which 
report we are talking about now, We are talking about 
Kinkof's mcmorandvun? 

MR, McCCNNELL: Kinkof's mcmorMdum of March 17th 
in which he says that for the short term that the business 
had to be run substantially intact and that they could 
not make these other organizational changes until long 
range or until after the measuring year, 

TOE WITNESS: If that was my testimony, then 
I misunderstood your question, Mr. McConnell. i understood 
your question to be did I agree with the short range and 
the longe range objectives. i was referring to both of 
them if I said that I didn't. Certainly on the question 
under lA I would agree in essence that that's what 
should have been'done, 

Q You would agree, then, that for the measuring 
year, that the operation is based upon continuation of ISL': 
operations in most instances as they are presently handled, 
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with the addition of support from Plessey Electronics 
as requested or where considered necessary to meet ob¬ 
jectives; you agree with that? 

A I would agree that at the time this was written 
that that was in contemplation, March 17, 1970. 

Q But in fact following the takeover you significant? 
altered the business of ISL, did you not? 

A Would you like my conclusion on the word 

"significantly"? Wo altered the business, yes, sir. 

Q Well, the contract provided, did it not, Mr. 
Sinsheimer, that during the measuring year that ISL 
management was to be given the maximum opportunity to 
maximize profits so long as they remained in management? 

A Yes. 

Q And it further provided that the business— 

MR. MALONEY: Your Honor, I think the witness ought 
to have a copy of the contract before him. 

THE COURT: I think ho should, too, 

MR. McCaTNELL: I do, too. 


22 ! 


THE COURT: I think it's fair. It’s attached. 


isn't it? 


THE V(fITI«ESn: It's attaclied, as counsel pointed 


out this morning. 


MR. MAliCITEY: I r.’ould like to give your Honor 

no:’, 
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a copy because I have not checked that one to verify that 
it was actually a copy of the agreement that was signed, 

THE COURT: All right. 

I take it you are asking him to look at 5D? 

MR. McCCNNELL: No. 

THE COURT: Not 5D? 

MR. MCCONNELL: No. 

THE COURT: What are you asking him to look at? 

MR. McCONNELL: See where I had gotten started 
BO I can get back on the track, 

TflE COURT: It was about the period during 
the measuring year that you asked him whether the manage¬ 
ment was to bo given the opportunity to operate the divisioi 
to the maximum profit. 

MR. McCONNELL: All right. 

Q And the contract further provided, did it not, 

Mr. Sinsheimer, eind I direct your attention to — 

MR. MALOiriY: I object, your Honor, because 
I thought we wore going to identify the provision of 
the contract \;hero they had the maximized profits. 

THE COURT: I v/ould like you to do, yes. 

0 That's paragraph 5 of the contract, is it not? 

A Tr there any specific subdivision you are 

rfrlemng to? 

no:; 
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Q I am referring to the language which reads, 
"Paragraph 6 hereof provides that ISL will be entitled 
to such an additional money,* 

MR. MALCNEY: Excuse me, 

THE COURT: Wait a minute. Let's see if I get 
it straight. You are referring to this one? 

MR. McCONlTELL: Paragraph 5, the paragraph 5 
refers to 6, That's the confusion. 

THE COURT: All right. 

Q You asked me what language I was referring to 
when I referred to the profit maximization profit provision 
isn't that right, Mr. Si.nsheimer? 

A No. 

Q No? 

MR, MALONEY: I Object to that, your Honor, I 
don't think that's what happened at all. 

THE COURT: Don't ask him whether he so under¬ 
stood your question, I wish he would just indicate which 
part of the contract you v;ant him to focus his attention 
on and then I wish you would ask him any question you 
want to ask him. 

MR. McCCETELL: Yes. 

THE COURT: Please do that. 

MR. McCO:TiELL: I will. I v.’as going to another 
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1 

part of the contract, but Mr. Maloney said — 


1 

THE CCXJRT: Don't worry about him, Doi't pay 



any attention to him. You just do what you want. 


1 

MR. MCCONNELL: All right. 


1 

Q Now, would you turn to page 7 and paragraph 6, 



the paragraph beginning with the word "Profit," 


1 ^ 

A Yes, 


■ ^ 

Q Now, that reads, does it not, "Profit as used 


10 

in this paragraph 6, and in paragraph 5, is intended to. 


1 

and shall include only income or losses actually generated 


1 

by deployment of the assets of ISL, such deployment being 


13 

principally in the manufacture and sale of memory planes 


1 14 

and memory stacks, cable harnesses and other electrical 


1 

assemblies," 


16 

Then it goes on to say, "Shall not include income 


1 17 

or losses resulting from changes in the accounting methods. 


1 

practices or procedures." 


19 

Have I read it correctly first? 


1 20 

A Yes, You read it totally accurate. 


1 

Q So that under the contract, part of the 


22 

business from which profits were to be generated during 


# 23 

the measuring year were not only memory pianos and stacks. 


1 

but cable harnesses and electrical assemblies? 


23 




A No, sir. I would not interpret the contract 
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to mean that. 


Q You would not interpret the contract to mean that; 

A No, I would interpret the contract to mean 
that in computing the profit on which the payout was based, 
that we would not take into account profit generated 
from other businesses other than you have stipulated, or 
expenses in connection with businesses other than you 
have stipulated, I do not believe that that contract in 
any way requires the company to maintain all of the 
businesses, whether they are profitable or not, during 
the measuring year, 

Q Do you recall, Mr. Sinsheimer, that the second 
draft of contract with reference to the provision that 
I have just mentioned, that Plaintiff's Exhibit 2, read 
as follows — 

THE COURT: Whereabouts? 

MR, McCONNELL: Page 7, paragraph b, definition, 
again, of profit, 

Q "Profit, as used in this paragraph 6, is intended 
to, and shall include only income or losses actually 
generated by deployment of assets of ISL, such deployment 
being principally in the manufacture and sale of memory 
planes and memory stacks," 

Then it goes on to say, "And shall not include 
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income or losses from changes in accounting practices 
or methods." 

Do you recall that the second draft so read? 

A I don't recall, but you have read the draft. 

Q Does that refresh your recollection? 

A I had nothing to do with the drafts, I didn't 
see the drafts before the beginning of this litigation. 

So, I have no recollection — I have no recollection other 
than the fact that it now states that. I don't deny that 
it states that, 

Q Would you agree, then, that there v/as a change 
in that provision between the second and the third draft? 

A Yes, surely. 

Q And in the third draft, unlike the third and 
final contract, that unlike the second draft, there is 
specifically included as part of the business firm vjhich 
profits were to be generated, cable harnesses and other 
electrical assemblies? 

A Absolutely, 

Q And yet after the takeover in Juno Plessey 
decided to discontinue that typo of v;ork, nzimely cable 
harness and electrical subassembly work; isn't that the 
fact? 

A The statement that I had made to me by the 
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management was they were losing their shirt on it. 

MR. McCCXJNELL: Would you read the question 
back and see if I cein get a responsive answer, and I 
move to strike that. 

THE COURT: I don't know. I think you are making 
a lot of problems here. I think the evidence is quite 

clear that after Plessey took oer — 

a 

MR. McCOlTNELL: I agree. 

THE COURT: They didn't continue the cable 
harness business, but there was some testimony to the 
effect that Plessey decided to move the cable harness 
business to Sao Paolo, if I recall. 

Do you know anything about that? 

THE WITNESS: I have a recollection that something 
like that happened, your Honor, but I am not familiar with 

THE COURT: As I understand it, you said something 
about the losses, but it was not to discontinue it, but 
it was to move it out of Barbados into Sao Pacla, as I 
recall the testimony; is that correct? 

THE WITNESS: I believe the reason that v/as given 
to me was that they couldn't make money in Barbados. It 
v/as losing money and it could make money in Sao Paola. 

But I am really not an expert on that and I don't know. 

THE COURT: Do you remember that that's what 
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happened? 

THE WITNESS: I believe it is, yes, 

THE COURT: All right. 

Q Did you participate in any way in that decision? 

A No, sir. 

Q You didn't. 

When did you first learn that that had been done? 

A I don't have any independent recollection of 
that at all. I was not in*'olved in the day to day managemen 
of that business — in day to day discussions. 

THE COURT: Do you have a recollection of working 
on the wording of these drafts, or did you leave that to 
the full time lawyers? 

THE WITNESS: There was only one — I had nothing 
to do with the preparation of any of the drafts, your Honor 
The only conversations that I got involved in on the 
draftsmanship themselves had to do with this paragraph 5D, 
There was in that an exchange of telegrams and telexes 
between myself and Hr. Dubin who was doing the drafting, 

THE COURT: I think what he is really trying 
to find out is whether you have any recollection at all 
of why between the second draft and the final contract 
the words c;ible harnesses and other electrical assemblies 
were included in dotomining the — 
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THE WITNESS: Your Honor, I would only speculate 
that we didn't know we were in the cable harness business 
at the time, or didn't recognize it, but I don't know that 
as a fact. 

THE COURT: But you don't know that? 

THE WITNESS: No, sir. 
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HR. McCONlIELL: I offer Plaintiff's Exhibit 16 
in evidence. That is Mr. Hewitt's report for the month 
of March, dated April, 1970. 

MR. MALONEY: Ho objection, your Honor. 

THE COURT: All right, it V7ill lie received. 

(Plaintiff's Exhibit 16 received in 

evidence.) 

BY MR. McConnell: 

0 Referring to Plaintiff's Exhibit 16 and the 
conclusion paragraph — 

THE COURT: Lot's toll the jury a little some¬ 
thing more t)ian that. 

MR. McCONNET.L: This is a report from "r. Hewitt ■ 

Q Who was Mr. l!ov;itt? 

A Peter Hev/itt was the head production man at our 
Portugal facility. When Mr. Ilovar advised us t’lat liis 

cliiof operations guy v.'as leaving and did \;o know of anybodv, 
v/e agreed to send Peter Hev/itt,who was the best euv I 
knew in tlie l)Usinoss, dov.m there for a period of six 
months. 

Q /Rnd he had Ijeen there since some time in *’arch, 
is that riglit? 

A Since, Ithink,earlv in ’’arc’i. 

(,) ''r. Ho'vitt stater, does lie not: 
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"Wo have plenty of orders for the next two- 
three nonths. There appears tobe no shortage of 
nov7 business near. The team here is a pleasure to 
work v/ith and I am made to feel very welcome." 

That is the same IIev;itt that vou say reported 
to you that he found things in a state of utter confusion 
or chaos? 

A. No, sir. I never spoke to Mr. I!ev;itt on the 
subject. I have never seen the report you tallced about, 
even nov/ you didn't shov/ it to mo — 

THE COURT: Show it to him. 

A (Continuing) My te:5timony is and v/as tliat I 
was told by Clarke and Crocker tliat Hov;itt said the place 
was a disaster. 

Q Not Hewitt? 

A I liave never spoken to Hewitt in nv v;ho]e life. 

THE COURT: Shov; him the exhibit you are talking 

about. 

Q So that fecdliack v;as from those tv/o gentlemen 
but not Hcv;itt? 

A It v;as from Hewitt through those tv/o gentlcTnon, 
yes, sir. Tliat is right. 

vIUROU NO. /J : \;)iat date was this? 

MR. M/RLONl'Y: I think Juror No. 4 would lik.f; to 
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knov; the date of this report v/e are talking about, your 
Honor. 

THE COT.’RT: It is signed Peter Hewitt. The only 
date is under that it says /'pril, 1970. There is no other 
date that I can see on the inntrunent. 

MR. M.cCONNELL: That is correct, your Honor. 

THE COURT: Okay. 

Q bet me say if I understand v/hat you are saying. 
Your only feedbac): on the operation v;as from Crocker and 
Clarke? 

A Yes, sir. 

Q And are you testifying now that they reported 
to you that Hewitt had said this? 

A Yes, that they said it, they believed it, that 
they \/ore in discussion with Hewitt and Hewitt said it. 

THE COURT: V/lierc is ’’r. Hcv/itt nov;? 

THE WITIH'SS: Ho is in England, your Honor. 

THE COURT: He is still wor);ing for Plessey? 

THE V7TTMEES: I don't think so, no. 

MR. !V\EO!IEY: Your Honor, I knovr he is not. 

I have I'cen in telephone connunication \;ith liin over tlie 
last t\;o v;eeks. 

THE COURT: I tliought the jury night lie intcTcstec' 
to ):no\/. He is no longer v;i th Plessey? 
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2 

MR. MALOMEY: lie left Plessoy within the last 


3 

five months, your Honor, for a better job. 


4 

THE COURT: Thank you very much. 


5 

MR. McCOlIMELL: I offer Plaintiff's Exhibit 19 


6 

in evidence, which is Hewitt's May report. 


7 

THE COURT: You are offering it in evidence? 


8 

MR. McCOMMELL: I am Offering it in evidence, 


9 

the May report to T’r. Clarke, ’’r. Crocker and Mr. Kovar. 


10 

THE COURT: All right, any objection? 


11 

MR. MALONEY: No objection, your Honor. 


12 

THE COURT: Received. 

XX 

13 

(Plaintiff's Exhibit 19receivcd in 


14 

evidence.) 


15 

Q Mr. Hev;itt in his vrritten report to Croclier and 


16 

Clarke for April, I'm reading now from the Ijotton of page 2, 


17 

states: 


18 

"Uespite the lov/ sales compared v;i th tl\c sales 


19 

forecast, April v/as not a poor month. Manufacturincj 


20 

did very v;oll in spite of poor material situati-.n. 


21 

Our failure to ship was our inaE’ility to get things 


22 

past tost. Once again, not in general poor manu¬ 


23 

facturing }3ut poor testing. I beli eve vn th tlie,-at¬ 


24 

tention this dopartrient has received since its 


25 

f ailure ^we can bo )noro sure of accurate testina. 
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The tost dcpartnent is one of my responsibilities. 

I am sure there is a significant improvement over 
one month ago and all my senior staff feel en¬ 
thusiastic about the future." 

Fir. Hewitt so reports in his v;ritten report to 
Clar}:e and Crocker, is tliat right? 

A You have road it accurately; yes, sir. 

Q FIov;, isn't it the fact, Mr. Sinslieiner, that 

at the time Messrs. Crocker and Clarke v;ore down in 
Darbados or at the Spring Joint Computer Conference and 
requesting Kovar's assent to these various things they 
v/anted to do that these plans had already boon actioned 
as part of a \;orld memorv plan? 

A I don't knov; v/hat kind of plans you arc talJiing 
about, sir. 

^IR. MAIiONbY: Your Honor, could I have that 


question read bad:, please? 

THH COURT: Surclv. 

(Question road.) 

Q I shov; you Plaintiff's I’xhibit 72, v/hichis in 
evidence, v/hicii is entitled "Integrated IJorld Memory 
business Man, ' dated Mav n, 1970. 

stopping right tliore, Mr. .^linslieimer, would you 
arjrf!C with no -- 


1]15 


&0UTH» t<N nit. i nic r Loxmx fu. PuKTk uz, o.s. cotnn housc 

fUl.L V tiWUAML. NLW YORK. N Y. CO 7-4&«;0 






1000 


op6 Sinsheimer-direct 

THE COURT: Are you showing it to him or are you 
talking about it? You said you are showing it to him so 
he had better take a look at it. 

0 Stopping right there, Mr. Sinsheimer, v;ould you 
agree with me that the printed plan, bearing the date of 
May 0, must have beenpreparcd some time prior thereto? 

A Would I agree v/ith you? I v/ouldn't knov/. 

I vrould presume it wa.s. I didn't prepare this, I don't 
believe. 

THE COURT: You arc on the distribution list v;ith 
a lot of other people getting this document? 

THE VJTTNESS: Yes, sir. Your Honor, in mv 
capacity as director of all of our overseas operations, 

I v.’ould get anything as a normal course t}iat had to do v/ith 
any business that was outside of the United Kingdom in 
v/hole or in part. 

Q Referring to page 5 and the paragraph headed 
"U.E.A." v/hich reads: 

^’’The recent establisliment of tlie U.S. Memory 
Division forms the basis of the plans for tlie U.S.A. 
Witli the recent acquisition of TSL in Barbados 
advancing these plans considora}:>ly. The decision 
lias already been taken to establish a marl'.eting, 
ongineo'-iriq and service facility in the boston area 
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and before very long a marketing and engineering 
facility v/ill also be established on the West 

V 

\ 

Coast. 7 A nev; marketing manager for the U.S.A. 
has recently been appointed and the Barbados manage¬ 
ment strenghtened by the loan of the man from the 
Portugese facility." 

Does that refresh your recollection that at the 
tine Clarke and Crocker v/cre asking Wovar to agree to the 
establishment of a marketing, engineering and service 
facility in the Boston area that that action had already 
been ta):en and agreed upon? 

A f'r. McConnell, that action to have a U.5. facilitr 
for service, repair and engineering v;as taken long before 
the acquisition of ISL. I don't believe that *’r. Crocker 
and ’ir. Clarke as);ed J'r. Kovar's permission. I don't 
believe that that permission v;as neccssar'' or required 
under the agreement. Our business in the United States 
v/asnot only ISL. Our business was the totality of all 
of the Plessey Company's menory business and we v/ere, 
in fact, shipping stacks that v;oro strung in Portugal into 
the United States at that point in tire. \.’e had to have 

service facilities. I’o liad to have marJ'.eting and v;hat 
.'!r. Clar}:c and Mr. Crocl'er v:orc talking to .**r. Kovar about 
was v/hether or not he ';ould )iako use of those facilitif's, 
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but those facilities would have been established whether or 
not Plessey took over because it was believed that we had 
to have a totality of the U.S. business and under the 
agreement, as I understand it, we, Plessey, had the right 
to continue to sell stacks and planes to DEC in "aynard, 
riassachusetts, from our Portugese or our Maltese facility. 

0 In competition with TSL, is that your testimony? 

A I believe v'e had the right by giving ISL credit, 
and I can't recall the specific words,to continue that 
business. 

THE COURT: You think that v.'as in the contract? 

THE V7I'l’;JESr;: .My recollection, your Honor, I am 
not terribly familiar witli the contract, but my recol¬ 
lection v/as that v;e v/ere going to give this operation the 
benefit of that business. Me v;ore going to give then the 

benefit of establishing tliis very extensive facility in 

Hoston without charging it to the profits of tie measuring 
year. 

0 In any event, I take it it is your testimonv, 

Mr. Sinsheiner, that as of rVav 3 and, in fact, some tine 
before it had already been agreed and decided that Plessey 
v;as going to establish this facility in the Hoston area? 

A What Ijad J)cen decided v./as that the current 
facility tliat v/as estalilis’ied in Farningdale v.’ould move 
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to Boston. That is my testimony. 

Q At least as of .May Sthor some time prior thereto? 

A That is the date on tlie document, yes. 

Q And, so, vrliether or not Kovar was asked to assent 

to that or whether or not ho agreed to it, you were going 
to go ahead and do it anyway, is that your testimony? 

A It was already there. The Farningdalo facility 
v;as there. This v;as a plan to novo it. 

Q Do you recall that on June 9 you sent a letter 
to ISL saying that Plessey was assuming full management 
responsibility? 

A Yes, sir; I did. 

Q You got a letter back from Mr. Carlen on June 17 
or thereabouts? 

A Yes, sir; I did. 

Q Do you recall that? 

A Yes. 

Q And nr. Carlen said that the ISL people were 

going to jool: to Plessey as a trustee of their riglits and 
loo); to tliop to maxiinizo profits during the measuring *'oar, 
do you recall that? 

A Yes, sir. 

Q You \;rotc bac); and you rejected that concept or 

notion that you v.’ero a trustee; is tliat right? 
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A Yes, sir. 

0. Do you recall that Mr. Carlen also requested 

financial data? 

A Yes, sir. 

Q In his June 17th lettoir? 

A Yes, sir. 

Q You v;rote back and said it was not the policy 

of Plessey to furnish financial information? 

A That is correct. 

Q Do you recall that Mr. Carlen also asked for 

a face-to-face meeting with you? 

A Yes, sir. 

Q And you v/rote back and said you couldn't see 
any useful purpose being served by such a mooting; is that 
correct? 

A That is correct. 

Q But notv/ithstanding that a meeting V 7 as, in 

fact, arranged vrith you; is that right? 

A Yes. 

Q Do you recall that taking place on or about 

July 13 til? 

A Yes. 

0 That v;as at your office? 

A Yes . 
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Q And besides yourself v/ere "r. Shapiro and Mr. 
Carlen present? 

A That is correct. 

Q Do you recall ”.r. Carlen again asking you for 

financial data so that tliey could follov; the progress of 
ISL during the balance of the measuring year? 

A Yes. 

0 Again,did you reject his reetinst or say that 

you v;ere not going to give financial data? 

A I said to him that I v/asn't going to give him 
any v/ritten financial data, that he should feel free to 
call me if he v/anted on a monthly basis and I v/ouid tell him 
v/hat the situation v;as like. 

Q You told him that you were not going to give him 
any of the financial reports of the company? 

A That is correct. 

Q Do you recall also telling f’r. Carlen that TTL 
V7as going to easily or more than n.a):o its profit reguirepcnt 
under the payoutand that you \70uld bo v;riting a chock for 
the maximum amount the next April and that, therefore, 

"You've got nothing to v;orry about"? 

A No, sir; T did not. 

Q You deny leaving said that? 

A Yes. 
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Q Do you deny having said anything like that? 

A No, I don't deny having said anything like that. 

THE COURT: Did you talk about what you thought 
the picture would be during the balance of the measuring 
year; did you talk to Ur. Carlen about that? 

THE V/ITNEES: Yes. 

THE COURT: Uhat did you say? 

THE WITNESS: I made a telephone call. 

THE COURT: Yes. 

THE WITNESS: I think to Milton Albert and I 
asked hov; the business did in .Tune. 

Then I asked him v/hat were the current projectionf . 
I did say to him on the basis of the current projections, 

"You look like you're probably going to make your money," 
but I never said to him, "Don't worry about it," and I never 
said to him v/e would be writing a check. 

I said to him, "You can call me from tire to 
tine and I v;ill tell you hov; it is going, but as of nov; 
you projections for the balance of tlie year \rcre reasonalsly 
good. 

Q It looked like you v;ould }-)e na):ing your money, 
isn't tliat riglit? 

A No — \;ell, it looks lil;o on the })asis of t!io 
current projections, as I liave just lioard then over the 
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telephone,if they are correct, we v;ill end up with a 
reasonable profit. 

Q You said for the r’.casuring year it looked like 
v;e were going to make a profit of $600,000; is that right? 

A I don't renenber the specific nunber. 

Q In any event, you said it lool;od like you v;oro 
going to make sufficient profit so you would receive the 
naxinum payout? 

A I didn't use those words, but ho could interpret 
it that \;ay. 

Q That \7ould have boon 1,260,000? 

A If that is the nun}:'cr in the documents, yes. 

Ilh. McCOMNELL: That is all. 

CROSS EXAIIIIJATION 
DV .ME. M^.LOHEY: 

0 Mr. Sinsheimor, do you recall the various 
meetings in December and early January when you v.’cre 
negotiating price with Mr. Kovar v;hethor .Mr. Troy was 
present at any of t’lose meetings? 

A lie was present at one meeting in early January 
v/hore, in fact, the price v'as agreed. 

Q During that discussion of price was there also 
a discussion of how muc'.i money I'lessoy v;ould .bo rcrpiircd 
to contribute to tlio business? 
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1 

2 

A Yes, there v/as. The amount of money v;as in 

1 

3 

addition to the do'/m payment, which v/as $18 0,000, v/as 

■ 

4 

that we would be required to put up as worl:ing capital in 

1 

5 

order to take care of the existing obligations and the 

1 

6 

running of tlae business 000,000. 

- 3 

7 

Q Do you have any recollectLon of hovr the $600,000 

1 

8 

figure v/as arrived at? 

1 

9 

A It was arrived at by the fact that the business 

■ 

10 

had a loss during the year of — during the year ended 

1 

11 

then of $200,000. There were debts and also there v;as 

1 

12 

an an amount of $200,000 tliat had to be paid to a firm 

1 

13 

called Data 100. 

1 

14 

O At the time of those discus.sions in Deconlior and 

1 

15 

early January had you soon a copy of any financial statement 

1 

16 

for the year ended Decomljor 31, 1969, for ISL? 

1 

17 

A In early Docombor, no, I don't believe so. 

1 

18 

I think I r.a\,’ October figures, an October )ialance sheet. 

1 

19 

and a novonbor balance sheet, but no DoconV)or 31 balance 

1 

20 

sheet. 

1 

21 

Q Khat was the basis — who informed you that the 

1 

22 

business v/as going to lose about $2 00,000 for the year 

■ 

23 

1969? 


24 

A Mr. ICovar. 

1 

1 

25 

0 Did Mr. ^ll^ert attempt to confirm tliat to ''onr 
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2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


23 


24 

2.5 


knov/ledoo on his trip to Barbados in Occonber? 

A Yes, I think he did. 

Q When ?'r. Albert returned, did he indicate that 

based on the information ho had olitaincd that the loss 
v;ould be about 5200,000 for the year? 

A Yes, he did. 

0 VJas *’r. Trey pro.sont during those discussions 

basing the $C00,0O0 contribution on the $200,000 projected 
loss? 

I 

A Yes, it was actually Eric Frey that came up with 
the number because, as our chief financial officer, it v/as 
his responsibilitv to deal with the numbers portion of it. 

To, he v;as tb.e one t’lat actually cam.e out \/ith the figure. 

Q Did ’’r.T'lbort agree v;ith him based upon ’.;hat 
Mr. Albert had learned in Barbados? 

A Yes, he did. 

Q When do you recall the issue of managem.ont control 

coming up for the first time? 

A \7oll, tlie original arrangement \v’as an earnout 
and they v:ould got paid, IF.b sh.aroholdcrs v.'ould got paid 
this extra money if they earned $3CO,000 and at that time 
there v;as no discussion of nanagom.ent control. 

Then, in the sulxscoTient discussions tlie rrnestion 
arose as to the fact )iov v.'ore tliev going to Vie able to earn 
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this money and knov/ it would be earned unless they had 
managencnt control and I sav/ the reasonableness of that 
and I said, "Hov;over, you ):nov;, I can't sit here for a year 
and allov; this business to go downhill, if it does. 

Vie have got to make some provision for taking over the 
business in the event that it doesn't go according to plan. 

IIov; the number 15,000 a month arose, I don't 
know, but the proposal v/as then put forth that starting 
after a period of the first three months, if they didn't 
make $15,000 in each and every month thereafter, that \tc 
had a right to talie over. 

0 Do you have any recollection of v/hon the first 
draft of the contract \'as prepared by *lr. Dubin? 

A It was some time in mid-January, I believe. 

Q Did you have any face-to-face discussions v.vi th 
»’r. Kovar as to v;hat the precise language should bo govern¬ 
ing management control? 

A No. 

Q V/ho v^as responsible for working out the language 
of the management control provision? 

A Mr. Dubin and !’r. Albert together. I only 

participated in the negotiation of the price. The 
specific IjoiloriJlate and terms of the contract, the terms 
v.’orc negotiated by ’’r. J]’.)ert, \’lio is the financial vice- 
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1 

president of the coirpany, and the verbiage was by Hr. 


1 

Dubin, who is the company's counsel. 



Q Mr. Sinsheimer, I show you Defendant's Exhibit D 


1 5 

and Defendant's r;.xhibit P in evidence, and I ask you if 


1 

you can identify those documents? 



^ ^os. bxliibit P is a Telex from Seth DulTin to ne 


■ 8 

v.’hich suggests some language with respect to this problem 


■ ^ 

of the measuring year. 


10 

n is my reply to that. Tliey weren't cold 


1 

jclexes. They arose out of teleplionc conversations. 


1 

0 That v;as my next guostion. VJhere v;ero vou 


13 

at the tine of these Telexes? 


1 14 

A I v;as in England. 


■ 15 

0 In connection \;ith the Telexes, do you recall 


16 

leaving any telephone conversations v;ith "r. Dubin? 


I 17 

A Yes, Mr. Dubin called ne and started a conver¬ 


1 

sation about the fact that ?lr. Lov;is wanted certain language 


19 

in this agreement and I said to him, "I am sorry, Seth, 


1 20 

I can't assimilate it over tlie long distance telephone. 


1 

Put it in a Telex'. .Yid this Telex v'as the rcplv to that 


22 

request. 


1 23 

Q That v;ould be Defendant's Exhibit P? 

• 

1 ^ 

A Yes. 


25 

0 Tt v.’as your und.errtandi ng that t’lat \;as tlie 
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language which Julius Lewis had proposed to fir. Duliin be 
inserted in the contract to govern nanagonont control? 

A Yes, that is \^?hat he told me and that is v;hat 
the exhibit states. 

Q Did you reject the language proposed by '^r. 

Lev/is? 

A Yes, I did. 

Q Did you propose of your own? 

7S Yes. Defendant's Exhibit B proposes the 

language that v;as acceptable to me. 

Q Referring to the third sentence in you** Telex, 
"Notwithstanding the foregoing, if TPI. profits are not at 
least 15K" -- T assume tliat meant thousand? 

A Yes, to mo it does. 

Q — "dollars per month in each of the ten full 
months commencing v/ith the third calendar month of the 
measuring year, this sub-paragraph shall no longer apply 
and Plessoy shall have the right to assure full management 
responsibilities." 

Ifhat did you understand that language to reeuire 
vjhen you placed it in your Telex? 

A I understood that after tlie third month that in 
each month tliev had to make at least $15,000 or the cor.jpany 
had a right to run t)ie fnisiness. 
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What v;ould be the first — 

TIIPJ COT’RT: You follov/s are going much too fast 
Who made all those little notes on this ox- 

« 

THE WITNEfiS; I don't knov;, your Honor. 

MP.. ft\LOHEY; .Mr. Dubin did, your Honor. 

THE COURT: .Ml right. 

MR. MALOMEY: Mr. Dubin nado the handv;ritton 

THE COURT: This v;as the Telex you sent to 


THE WITNESS; Yes. 

THE COURT; .^nd ho put all these do-jigs on? 

THE WITNES.S: Yes. I thinJjtounsol has road it 
with ny v.’ords without the changes. 

MR. MALONEY;. Yes, I read M.r. Sinsheinor' s 
original words. I didn't read it v/ith any of the changes 
that are nado in handv:riting. I don' t believe the hand- 
v.'riting is in evidence yet, your Honor, because only ’’r. 
Dubin — 


THE COURT; I don't know, it just hnijpons to ).o • 
on nv copy and tliat is wJiy I v/as trying to got straig!itonod 
out. 

MR.. .MhLO'.JI'.Y: I think I offered it v/itJiout the 
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handvTTiting at th - time because f\r. Duliin would testify 
to the handwriting. 

Q Under the language v;hich you proposed, what was 
your understanding of the first month in which ISL would 
have to earn a profit of at least $1 5,000? 

A It really depended on v/hen it closed. It \\'an 
the third month after the closing. 

Q Assuming tlie closing took place in rinrch, vrliat 
month would they have to make a $15,000 profit under the 
language you proposed? 

A They \;ould have to make it in June. 

Q Did I understand you correctly tliat they v/ould 
have to make it in each and every month of the remaining ton 
months of the measuring year? 

A That \;as my intention. 

Q There would bo no averaging of any kind under 

tlie language proposed; is that correct? 

A No, sir. 

Q Now, \;ith respect to maximization of profits, 

do you recall making any change in the last sentence of 
proposed paragraph 5-D? 

A Yes, the Lev.’is text, as I recall, indicated 
tliat if — 

Q It is right there in front of you. 
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A In the last sentence of the Lewis text it says: 

"In any event, liov.’over, Plessey shall be 
obligated to continue the business of ISL during the 
measuring year in such a manner as in Plessey's judgment 
exorcised in good faith shall maximize the profits for 
the measuring year." 

I specifically didn't like that and I specificallv 
changed that to say: 

"In such event, hov7ovcr, Plessey shall bo 
obligated to continue the business if ISL during the measur¬ 
ing vear in good faith." 

I deleted the terms "maximizing profits," running 
it in sucli a v.'av to maximize thr profit. 

Q Why did you do tiiat, *'r. Finshoimer? 

A because I didn't think that if the management 
of this business had failed v,’e should owe more than an 
obligation to use good faith and run it in a reasonable 
v/ay. 

(.) It v;as your understanding that m.axim.izing 
profits V7as not included in the ol>ligation of good faith; 
is that correct? 

A Yes, that is mv understanding. 

0 by the v;a'', \.’hnt is yo\ir understanding of ’./hat 
the good faith ol^ligation in tlic contract rertuired? 
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A Good faith obligation requires that wo run the 
business as a reasonable man would run his T/n business 
so as to achieve a profit. 

Q Did you instruct Mr. Dubin to include this 
language in the contract as paragraph 5-D? 

A I did. 

0 Did there come a time v/hen someone advised you 
that ISL believed that tlie language you v/ere imposing 
would impose too harsh an obligation on thera during the 
measuring year? 

A Yes, I v;as told by both Mr. Dubin and Mr. Albert 
that the IDL J^oard believed tlaat tiio problem of nahing 
profits in each and every month v;as onerous and unfair; 
that tliey could go along and make $15,000 in June and 
tv;enty-fivo in September and thirty-five in October and 
then all of a sudden something v/ould happen, that tliey 
couldn't get materials or something like that, and that 
t)iev would then lose tlie right to maximi:?e the profits 
and run the business. 

I rather agreed tliat tliat v;as a problem and 
that it v;as unfair to stic): them to do doing t!iis each 
and every month. That v/asn't my intention. 

My intention was to make sure t!iat fair, manage¬ 
ment could run tlio business and to make sure that t!ioy could 
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meet those profit levels and, consequently, T authorized 
t]io change and that change v;as that if they made the 
profit in Juno, as I thought then it would be, then they 
could use the profits from tlie months they made the profits, 
June, July, August, to offset this disaster in October or 
v/henover it may occur, and that is v;hat I instructed bo 
v/ritten. 

Q So, you authorized Mr. Dubin to agree to such a 
change; is that correct? 

A Yes, I did. 

Q Mov;, did you discuss this change \;ith anyone else 
otlior than Mr. nuV>in in connection v/ith the agr^'cment si '^'ned 
on February 4, 1970? 

7' Oh, I presume Mr. Mbort .because they v/oro deal¬ 
ing v;ith this together. I would imagine lioth of them, yes. 

Q Do you liavo any recollection it v;itli ’^r. Kovar 
or Mr. IiOv;is? 

A I don't lielieve that I sav; Mr. }Covar again after 
the original discussions for a long tine. 

Q Do you recall any discussion v;ith ’ir. Dubin 

that the change wliicli you autliorized \;ould mal'.e anv chajige 
in the first nont!i by \.’hic!i they must acliieve tlie $15,000 
profj t? 

A No. 
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1 

THE COURT; How did that original concept that 


1 

you did have, you were operating on the theory that it 



would be unfair to penalize them if they had a bad month 


1 

somewhere along the line? 


1 

THE \7ITIJE5S: Yes, sir. The theory I was 



working along \;as if they v;ere going along and running 


1 

the business v;ell and all of a sudden they had a l^ad month. 


1 9 

and this is precisely the v/ay it v;as explained to mo, it 


10 

■ 

was explained to me that the ISL people said to us that 


■ 

they felt it v;as unfair and a specific example given, 


■ 

your Honor, is the example that was given to mo as the 


13 

■ 

example that the ISL people gave to our people. V.'liat 


I 

happens if we go along for five or six montlis doing a 


1 

really good job and then something happens where v/e don't 


16 

■ 

get material -- 


1 17 

THE COURT; Supposing it happened the first month 


1 

that they had a problem getting material or something liJce 


19 

■ 

that, that v/asn't v;ithin your concept? 


1 20 

THE WITNESS: No, sir; it was my concept at all 


■ 21 

times tliat I had to see this business making m.onev and 


22 

■ 

starting to be a profitable entity for the com.panv because 


1 23 

that is why we liouglit it. We wanted it to bo ) 5 rofitablo. 

• 

■ 24 

Q Do you still have a copy of tlie I'chruarv agree¬ 


25 

■ 

ment, 'Ir. Sinsheimer, t!iat v/ould bo Plaintiff's i:x’vibit 3, 


1 
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in front of you? 

A Yos, sir. 

Q V7ill you turn to paragraph lO-F. I believe it 
is on page 12. 

■’R. riT'vLOlJEY: I believe tliis paragraph has been 
read a number of times, your Honor, ljut several days liave 
elapsed since then. Do you have any objection to my 
reading it again? 

THE COURT: IIo, I guess the jury and I v/ill V'o 
glad to liear it again if you v;ant to read it. 

0 Paragraph 10 says: 

"ir^L represonts and warrants ..." 

And turning over to paragraph E~l, it says: 
"Since Decenber 31, 19G9, there has not Ijoen: 
"1. Any change in ISL's financial condition, 
assets, liabilities or business other than changes 
in the ordinary course of lousiness, tlie sale of tlie 
property, v.'hich has been the residence of E. Allan 
Kovar and the writing off of approximately 20,000 
($20,000) II.S. dollars of testing equipment. 
Operating losses not at a rate in excesrj of 20,000 
($20,000) U.S. dollars per nontlj for the period 
from Dccemljor 31, 19G9, to the closing Iioreof s'nall 
not constitute an out of tl»o ordinary cliango of 
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ISL's condition." 

Mr. .Sinshcinor, v/hat was your understanding of 
the intent of that paragraph in the agreement? 

A My understanding vras that what we wore being 
told was being v.’arranted v;as that the balance sheet that 
v;e had seen, the $200,000 loss v;as, infect, v;hat the loss 
v.’as and — 

THE COURT: The balance sheet as of December 31st; 

THE WTTHESR: Ho, vre didn't see the balance as 
of December 31. 

THE COURT: I thought you just said something -- 

THE HITHEEn: TIo, ^.’hat I meant v;as that it v'as 
my understanding that,the statement tliat had l.^eon made to 
mo that the losses v;ero $200,000 for the year was one of 
the changes and condition and the other was that there 
v/asn't going to bo any sale of assets and there wasn t going 
to bo any change in the balance sheet and also that the 
business was going to be limited to losing R20,000 a month 
until the closing. 
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Q Why was that important? 

A Because the basis, the whole basis upon which 
we were buying the business was its potential viability. 
These v;ere the nuiribers on which we negotiated the deal, 
and if those numbers were going to be different, then 
the deal may ha vs been different, I don't know whether 
it would have been or not, but it was highly important 
to us, as it is to every man who buys anything, to know 
what it is he is buying, and this was to assure that we 
were buying whatve were told we were buying, 

THE COURT: This may be a good time to take 
our afternoon recess, 

(Recess,) 

THE COURT: You may proceed, Mr, Maloney, 

BY MR, MALONEY: 

Q Mr, Sinsheimer. I show you Defendants Exhibit Z 
in evidence and I would ask you if you could toll the 
jury what that is, 

A This is a letter from Allan Kovar, dated 
February 6, 1970, I can't say it is a plan — it is 
a summary of Mr, Kovar's thoughts on the future structure 
for the Plonsey U,G, memory activities, 

I told Mr, Kov'ar that I would bo coming dovm to 
Barbados, and ho refers to my Barbados visit and v;ould 
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like me to have this before I come down there, 

Q Prior to February 6th and prior to the signing 
of the agreement had you had discussions with Mr, Kovar 
concerning the importance of having certain functions in 
the United States in order to sell core memory planes 
and stacks to United States customers? 

A I had some discussion with him. As a matter of 
was in the initial stages when I told him why we 
interested in ISL in to be able to permit us to be 
able to move in quickly, i think it was probably at the 
same time I asked Mr. Kovar, as I think I testified, whethej- 
he v;anted to bo a lav^er or whether he wanted to be a 
business man, and I think I tried to outline the opportunit 
1 saw possibly if this venture was successful. 

THE COURT: Do you think it's better to be a law/ejj 
or a business man, Mr. Sinsheimer? 

THE WITNESS: Do I have to answer that? 

THE COURT: Yes, the jury and I would like to knowj 
THE WI~7IESS: I frankly like being both, 

•niE COURT: All right. 

Q Now, in connection with your discussion with Mr, 
Kovar did you discuss with /^Ir. Kovar some time in those 
meetings in January whether or not Plessey was having 

in gaining access to United States customers 
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because it did not have a United States facility for 
testing and repair and building prototypes? 

A Yes, I did, 

Q Could you tell us the substance of that 
conversation? 

A Well, the Plessey Company at that time v;as 
the most successful memory operation in Europe, I believe, 
and we tried on four or five occasions to make a sub¬ 
stantial penetration into the United States market withou 
too much success. At that time in our operation we had 
a reasonably large contract with Digital Equipment Corpora¬ 
tion, and what v^as being reported to me was that one of 
the problems with this is that the customer kept saying, 
you know, "Why should we do business with you; you are 
3,000 miles away." 

These ere very, very fragile things; they have 

a lot of wires in them and they break, and normally 

you have to have a place to repair them that is reason 3 bly 

close by. That is number 1, 

Number 2, the other thing that was told to mo, 

and this was told to mo in person, I went out to Raytheon 

Computer in California. As a matter of fact, that is 

whore Mr. Kinkof came from. And ho was, I think, the 

purchasing man at the time i tallied to personally. He 
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I 

said they just couldn't do business with us unlessvc 


1 

had a real United States presence where we could design. 


w 

4 

Ji 

where we could repair in the United States. And the 


1 

question I asked Mr. Kovar, I said, "Why do you think ISL 


i 

is going to be successful, because you got the seune problem 

> 

7 

M 

He said, "No, I don't really think it is, because there 


1 

are United States engineers and this is a sort of U.S. 


1 

offshore ficility." But I think to some extent he must 


10 

i 

have agreed with me that there must be some kind of a 


1 

presence in the United States in order to get business. 


1 

Q Now, referring to Defendant's Exhibit Z, Mr. 

j 

13 

1 

Kovar's letter to you dated February 6th, did he, in fact. 

1 

1 

suggest that the performance of ISL would be improved by 


1 

having certain of those operations in the United States? 


16 

1 

A Yes, he did. 


1 

Q And by looking at the letter could you tell us 


1 

which functions Mr. Kovar proposed could be improved by 


19 

i} 

having the United States facility? 


# 20 

A Vlell, he says: 


m 

s 

"To maintain the present low marketing cost 


22 



1 

as well as to maintain the tax-free status of our United 


m 23 

States sales, I suggest the continuation of the sales 


1 

representative method of marketing. This method should be 


25 



1 

strengthened, hov;evor, with the addition of a company 
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Marketing Director and several more Applications Engineers, 
These individuals can be stationed in the United States, 

The engineers, however, should spend at least 1 to 2 
weeks in Barbados every two months. They should be 
assigned to a particular area of the country and should 
work with the rep (s) in that area to provide deeper 
engineering interface with the customers from that area. 
Their regular visits to Barbados are to make sure that 
they remain, in fact, applications engineers, who will 
follow through to production the memory products we build 
for their customers. This will not only insure more 
accurate and expeditious start-ups, but will also keep 
their viewpoint directed toward the pragmatics of memory 
design," 

Ho goes on to say, "The United States office 
should also have testing repair capabilities. While 
our current repair turnaround time is loss than two weeks, 
a U,S, based facility v/ould reduce import-export costs 
and could also be a sales advantage, 

"Finally, with engineering being located in 
the United States, a U.S, prototype facility would also 
be helpful." 

I think roughly that is what his determinations 

wore, 
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Q Did you have discussions with Mr, Kovar on 
the telephone or face to face concerning these proposals 
in this letter, if you recall? 

A To be honest, I don't recall, I could have, 
but I don't recall, l had originally scheduled a visit 
to Barbados which, unfortunately, had to be cancelled, 

Q In any event, Mr, Kovar never disagreed with 
you that it would be beneficial for the business to have 
an office in the United States performing those functions? 

A No, sir, it was his notion in the letter before 
the closing, 

(Defendant’s Exhibit BE marked for identification 

Q Mr, Sinsheimer, I show you Defendant’s Exhibit 
BE for identification and I ask you if you can identify 
that document, 

A Yes, it is a balance sheet and a statement 
or profit and loss for the measuring year ended 31 March 
provided by Price, Waterhouse, accountants, chartered 
accountants in Barbados, 

Q '^as that report provided in connection with the 
measuring year? 

A Yes, it was, 

MR, MALONEY: I offer it in evidence, 

MR. McCOlIirELL: There is no foundation for the 
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introduction of this document. 


TIIE COURT: Did you make a copy of that available 


to ISL? 


THE WITNESS: Did I, your Honor? 

THE COURT: Yes. 

THE WITNESS: Before this litigation? 

THE COURT: No, at the time this report was made 
indicated, I take it, that there was no further 
payment due to ISL? Is that correct? 

THE WITNESS: Yes. 

THE COURT: Did you make a copy of this available? 

THE WITNESS: To be honest with you, your Honor, 

I don't know, I gave them the figure on the telephone 
verbally. 

THE COURT: Whom did you give it to? 

THE WITNESS: To Mr. Carlen, I wrote a letter 
to Mr, Carlen which makes no mention of including this, 
so I have no recollection of whether it was, and, frankly, 

I can't testify that I ever did. 

MR, McCONNELL: Your Honor, there has been no 
foundation for that, V7e have not had the Price, V7aterhouse 
man hero. I have a host ot objections to it, 

MR. MALONEY: Your Honor, I won't offer it 


at this time. 
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THE COURT: It is marked for identification 
for the time being. 

Q Now, Mr, Sinsheimer, do you have any recollection 
of whether in computing the profit and loss for purposes 
of the measuring year ISL was charged with any part of 
the cost of operating a facility in Boston? 

A No, sir, it was not. 

Q Have you recently reviewed that with the ac¬ 
countants from Price, Waterhouse'to be sure that that is 
accurate? 

A I reviewed it with them yesterday, sir. 

Q Thank you. 

Getting back to the management control provision, 
paragraph 5D, I show you a copy of Plaintiff's Exhibit 4 
in evidence and I ask you to tell the jury what that 
document iff. 

A The docximent is a letter which is signed by Mr. 
Lewis of the Sonnenscheim firm — law firm in Chicago, 
and by Seth Dubin of Sinsheimer, Sinsheimer & Dubin. 

Q Do you recall what the purpose of this letter 
was, Mr. Sinsheimer? 

A' I think it was— I *-hink there were two things. 
Number 1, I think they substituted Plecscy Incorporated 
as the purchaser of the business rather thn n the Plcssey 
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Company Limited and I think also there was a mistake 
in the wording of this averaging provision. There was 
a double negative, if i recall. 

Q In the agreement signed — 

THE COURT: It said at least instead of less than? 

the WITOESS: Yes, sir. 

THE COURT: I don't know v;hat that has to do 
with averaging, but that was the error, wasn't it? 

THE WITNESS: Yes. 

Q Referring to the next to the last paragraph 
of paragraph 5D as it is set forth in Plaintiff's Exhibit 
4, it says. Notwithstanding the foregoing, if ISL profits, 
commencing with the third calendar month of the measuring 
year, average less than 15,000 (fifteen thousand dollars) 
(U.S. dollars) per month, or if there have been three 
consecutive months of losses during that measuring year 
(excluding the first two months thereof), this subparagraph 
shall no longer apply and Plessey shall have the right 
to assume full management responsibilities." 

Now, v;hat was your understanding of that provision 
A The understanding of that provision was precisely 
the same as my understanding of the contract, because I 
had signed the contract not seeing the error in draftsman¬ 
ship, and that was that if they didn't make $ 1 * 3,000 in the 
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third inon'thf which turned out to be June under this agree™ 
nent, that we could take over? that thereafter if they 
had continued to make profits, they could average in the 
P^otits made against any losses or any diminution of the 
$15,000 in order to prevent us from taking over the 
business, the management of the business. 

THE CCXJRT: Let's see if I understand that. If 
ISL profits, commencing with the third calendar month 
of the measuring year — now, what was the third calendar 
month of the measuring year? 

THE WITNESS: Your Honor, I think that would 

be June. 

THE COURT: June. All right. 

So that if ISL profits, commencing with June 
of the measuring year — is that right? 

THE WITNESS: Yes, sir. 

THE COURT: Averaged less than $15,000 per month, 
or if there were three consecutive months of losses — 
how do you read that, assuming the profits for June were 
less than $15,000, would that bring that into play? 

THE V7ITNESS: Yes, sir. It's exactly the same— 
my understanding of this was precisely the same as my 
understanding before, that the way this got into the 
contract to begin v/ith \/as, as i think I testified before 
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the recess, that I wanted it each and every month and 
my compromise was to take care of the situation that the 
ISL people postulated, that they had five or six good 
months and then all of a sudden there was a disaster, 

THE COURT: So when you see the word average 
here, you say average applies after the third calendar 
month; is that right? 

THE WITNESS: Yes, sir. 

THE COURT: It doesn't apply to the third calendar 

month? 

TOE WITNESS: No, sir. 

THE COURT: Is that right; that v;as your inter¬ 
pretation? 

THE WITNESS: That is my interpretation, and that 
is what I intended to convey to my draftsman. 



Q At any time between early February when the 
agreement was signed and March 2nd, the day of the closing, 
did anyone advise you that ISL had in fact lost approximately 
$400,000 for calendar year 1969 rather than $200,00? 

A No, sir, 

THE COURT: But it follows, though,that the board 
in England kricw that, didn't they? 

THE WITNESS: The hoard in England, your Honor, 
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knew on the 27th of February, 

THE COURT: They knew that on the 27th of 

February? 

THE WITITESS: I don't believe that's even a 

fact. 

THE COURT: They knew they needed another 

$ 200 , 000 ? 

THE WITNESS: Yes, Sir, but they didn't know why, 
THE COURT: You think they didn't know why? 

THE WITNESS: I am reasonably certain they didn't 

know why, 

MR. MALONEY: I intend to go through all of that 
to try to make it clear. 

THE COURT: All right. 

Q V7hat happened on March 2, 1970? 

A There was a closing in Barbados. 

Q Do you recall who went to the closing on behalf 
of Plossey? 

A Yes,Milton Albert and Seth Dubin. 

Q Now, at any time before Mr. Dubin and Mr, Albert 
left for Barbados, did you discuss with them, or instruct 
them to obtain any kind of amendments to the contract? 

A No, sir. 

0 At any time before either of those gentlemen loft 
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for Barbados, did you discuss with them that there would 
be a need to contribute more than $600,000 to the business? 

A No, sir. 

Q Do you recall having any discussion with cither 
Albert or Dubin or anyone else as to how much ISL had 
lost in the month of February? 

A No, sir, 

Q Had you had any discussion with anyone in the 
v/orld concerning the need for amendments to the contract 
prior to March 2, 1970? 

A No, sir, 

Q Had you had any telephone conversation v?ith 

Mr. Frey prior to March 2, 1970, concerning the amount 
of money which would have to be contributed to the business’’ 

A No, sir, 

Q Now, on March 2nd, when you received a telephone 

call from Albert or Dubin, what did they tell you they 
had learned in Barbados? 

A Two things. First, that the business had — 
well, two things, but another thing was involved. First, 
that the business was losing more money — 

THE COURT: How did this come about? did somebody 
call you up? 

THE V7ITIESS: Yes, sir, your Honor, There wore 
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innumerable telephone conversations, the first of which— 
THE COURT: With whom? 

THE WIHIESS: With Milton Albert and Seth Dubin, 
either on two different phones or one and then the other. 
THE COURT: All right. 

THE WITNESS: There could have been conversations 
where I talked to one where the other wasn't in the room, 
but I can't recall that. 

A The first conversation was— 

Q Excuse me, Mr. Sinsheimer, where were you? 

A I was in New York, in my office in New York City. 
Q All right. 

A The first conversation was that when they got 
down there they learned that the losses for the year ended 
December 31, 1969, were $200,000 more than I thought they 
were. They were $200,000 more than I had been told by 
Kovar they in fact would be. The second thing was that the 
company had — 

THE COURT: Let's stick to this. It would help 
me and the jury I think if you stick to one at a time. 

THE WITNESS: Yes. 

THE COURT: What happened to the $200,000? 

The loss was $200,000 more? 

THE V7ITNESS: Yes. And I mid, "Wha . docs that 
1 1 50 
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2 

mean, Milton?" And he said, "That means something very 


3 

simple. If you have to put in in working capital $600,000 


4 

in a business that lost $200,000, you will have to put 


5 

$800,000 in if the business in fact lost $400,000." 



THE COOIT: That's what he said to you? 


7 

THE V7ITHES5: That's what he said to me. 


8 

THE COURT: He said to you — what did he ask you 


9 

to do? 


10 

THE WITNESS: He didn't ask me to do anything. 


11 

your Honor. He told me about the second thing next. 


12 

Tl^ COURT: He said he was going ahead to amend 


13 

the contract? 


14 

THE WITNESS: No. 


15 

MR. MALaiEY; No, your Honor. 


16 

THE WITITESS: This conversation was Milton 


17 

Albert, who was our financial guide, callingme up to 


18 

advise me of a situation and asked me what to do rather 


19 

than to tell me what to do and then you have a conversation 


20 

we talked about it. But I think the second thing he told 


21 

me, because it was in the same conversation, was that 


22 

rather than losing $74,000 — rather than losing $20,000 


23 

in the month of February, which the contract had said 


24 

they were going to lose, and which we were firmly under 


25 

the iirproscion was the magnitude of the loss, ho said it 
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was $74,000 in the month of February, 

THE COURT: It was in one month? 

THE WITNESS: Yes, I believe it was February, 

THE COURT: There has been some testimony that 
the two months were January and February, 

MR, MALCMEY: I think it was two months, January 
was $1,600 and February was $7,200, 

THE COURT; So it would be 74 rather than the 
2o you understood? 

THE WITIJESS: The number 74 stood in my mind 
for some time. At that time I said "Let's forget it. 

Just let's forget it," 

THE COURT: What did you msian by that, forget 

the deal? 

THE WITNESS: Yes, and I said, "Come home," and 
I hung up. I then got another call back. He was thinking 
about it. He said, "Well, is it really so important, the 
question of the $600,000?” He said, "Can't ve do something 
where they — the business, ISL will pay us interest?" 

They weren't required to pay interest on the first $b00,000, 
"Couldn't we do something where they could pay interest 
on whatever else is involved?" Then there a long conversation 
and I — 

THE COURT: At that point you didn't Itnow anything 
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of what had happened in England? 

TIIE VJITtTESS: No, sir. 

MR. MALOITEY: Your Honor, I planned to do it 
later. I see there is a great interest in it, so I will 
jump ahead. 

THE COURT: I aim interested in it because I 
heard testimony that the board in England and the preceding 
$b00 and $000 thousand before this and I was just wondering 
whether you knew about it. 

THE WITNESS: Your Honor, the board minute — 

I think there was some confusion in the way it was put 
in. That board minute is nothing but informative. They 
don't say go ahead and put $800,000 in. What Frey did 
was inform the board it would require that as he informed 
them that they were changing it from Plessey Incorporated, 
which had been 20 days before that. | 

THE COURT: But you hac», not been informed of it? 


meeting. 


that? 


THE WITNESS: No, sir, I was not at the beard 


THE COURT: But your people in Barbados knew 


THE \7ITNnSS: The people in Barbados? 

THE COURT: When you said you were going to put 

in another $200,000, did they knov; about it? 

ii5:i 
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THE WITNESS: The board, no, 

THE COURT: No, your people in Barbados, 

THE WITNESS: Dubin? 

THE COURT: Yes, 

THE WITNESS: They got there on the 2nd of 

March, 

THE COURT: They knew it, but you didn't kncr./ it? 
THE WITNESS: That's correct, 

MR, MALONEY: I'm sorry, your Honor — 

THE WIIHESS: They knev/ it at that time on the 
2nd of March, They didn't know it before they went dovm 
there, if that's v;hat you wanted, 

THE COURT: No, When they telephoned about 
these things, they knew about it, but you didn't know it, 
so you had the proposition about putting in $200,000 more 
and you said "l don't know if it's worth a gamble," is 
that right, or something to that effect, "Let's forget 
the deal?" 

THE WITNESS: Yes. 

BY MR. MALONEY: 

Q But did Mr. and Mr, Albert indicate in 

any way that they knew it before they got to Barbados 
on March 2nd? 

A Ho, They found out about it in Barbados. I think 
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that's what your Honor wants to know. 

THE COURT: I was saying when you said about 
the $200,000, whether they knew it had been reported to 
the board in England that they were going to have to put 
up another $200,000. 

THE WITNESS: They didn't. 

THE COURT: They did not? 

THE V7ITHESS: No, sir. 

Q Would Mr. Dubin or Mr. Albert communicate with 
the board directly or v/ould they do that through you? 

A No. They would only do that through me. They 
would have no communication with the board at all. 

THE COURT: So as far as all of you, none of you 
had known what the board had done in England a few days 
before; is that right? 

THE VrCTNESG: No, sir. 

(Defendant's Exhibit AF marked for identification, 

Q ^r. Sinsheimer, I show you Defendant's Exhibit 
AF for identification and I ask you if you can identify 
that document. 

A Yes, I can. It's a memorandum from Don 
Clarke to myself dated March 5, 1970. 

0 Is that March 5th? 


1 ^ 


March 2nd. 
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THE COURT; You received it on the Sthj is 
that right? 

THE WITNESS: Yes, sir. 

A March 2, 1970, which encloses a copy of the 
brochure prepared by Mr, Crocker which incorporates 
the brochure jointly prepared by Crocker and Clark. 

Q All right, now, are those the two reports which 
Mr. McConnell showed you this morning? 

A Yes, sir. 

Q Now, I show you a copy of Plaintiff's Exhibit 
11, which is the document entitled "Memory stacks USA 
prepared by N.J, Crocker and W.F, Sweeney" dated February 5 
1970, and I ask you if that's the document— 

A 25, excuse me. 

0 February 25, 1970. 

Is that the document which you just identified 
as being the document referred to in the first sentence 
of Mr, Clarke's memorandum? 

A That's correct. 

Q ^id I understand your testimony correctly this 

morning— 

MR, MALONEY; Your Honor, do you have the big 
blue one there? I don't have my copy of it, 

THE COITRT: Yes, I do. It is sort of dog-eared, 
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but. it was dog-eared before I got it. 

Q Now, I show you a copy of Plaintiff's Exhibit 
111 and that document contains as one of the pages a 
profit and loss statement for ISL showing a net loss 
for the year of $395,000. Now, I ask you to explain to 
the jury and to his Honor when you recall first receiving 
a copy of that document. 

A This document was annexed to the memory stacks 
report— 

Q Which is Plaintiff's Exhibit 11? 

A Which I received under cover of Don Clarke's 
letter of March 2nd. I received it, according to my date 
stamp, on March 5th. That was the first time I ever 
saw that document and the first time I ever saw the figures 
referred to therein. 

Q Now, I believe Mr. McConnell called your 
attention to the note at the bottom of page 3 of 
Plaintiff's Exhibit 11, which says, "This business plan 
should be read in conjunction v/ith the report on the 
proposed acquisition of ISL Seavell Barbados by Plessey 
Incorporated attached," and I ask you if Plaintiff's 
Exhibit 111 is the document that was attached to Plaintiff's 
Exhibit 11? 

A Yes, sir, it was. 
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Q To the best of your recollection, you did not 
receive either of these docvunents until you received them 
with Mr, Clark's memorandum dated March 2nd which you recei 
on March 5th; is that correct? 

A That is a fact, 

Q Thank you, 

Mr, Sinshoimer, would you explain to his Honor 
and to the jury when for the first time you realized 
that Mr, Frey had reported to the English board on the 
need for an additional $200,000? 

A Well, we were for the first time — the first 
time I had anything — when I knew that at all v;as i 
think two weeks ago today when you and I and counsel 
were together going over some of the documentation for 
this case, I went through all of the minutes of the board 
of Plessey Company in order to determine whether in fact 
in Seth Dubin's searching and in the UK — he went over 
there for two or three weeks to look for these documents — 
he had found everything and I found aboard minute— 
a minute dated the 27th of February, 1970, 

Q That's thoirdnute which Mr. McConnell introduced 
in evidence this morning? i don't recall the number of it. 

I 

A Yes, 

MR. McCCWN!;LL: 110. 
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Q Plaintiff's Exhibit 110? 

»A It’s one where Frey reported tha we would need 
another $200,000. I had absolutely no recollection of this 
when I saw it two weeks ago. That was what made me start 
an investigation, and that's how I am so positive of these 
dates because I had done this in the last few days.i 

had a long tolephbne call with Frey. 

I had — as a matter of fact, I asl:ed '^rcy to 

investigate at his end and find out precisely what happened 
and to Telex me bach. T have a telephone call and a Telex 
from him as to precisely hov; it happened. 

0 Did you ask ’’r. Frev \’hothor ho Ind an” recol¬ 
lection ofdiscussing this subject \;ith yon bad: in 
Februarv or "arch of 1970? 

A You see, what had happened v/as that Crocker 
and Don Clarke had gone dovm to harbados and they v'ore in 
Barbados on the 18th and the 19th of February. They 
got back to llev; Yorl: on the 20th of February and v'rote this 
report, the joint report. 

Q Where — 

A On the lOtli of February I v;as in England. 

I loft for England on the evening — in the morning of 
the 19th because John ClarJc had boon with the connany 
21 years and the chairman \;ns giving him a party and a 
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THE COURT: You nean $R00 instead of six? 

THE VJITNESS: $800 instead of six. Our board 

doesn't have to decide those things. I mean, as a manager 
of a major business I have a right to spend vrorking capital 
and I vrill have the right to commit v;orking capital. Ue 
have a fairly large amount of v;orking capital nov;. I don't 
have to go to the board to ask for more inventory or to 
extend the credit terms to increase the receivables. 

That's hov; Frey knev/ and reported to the Ijoard. 

Q Do you have any recollection of at any time 
between February 20 and y.arch 2 discussing with Mr. Clarke 
the results of his trip to Barbados? 

A No. 


Q V7as Mr. Clarke at any time involved in the 
financial investigation for purposes of the ncnuisition of 
If.L? 


A No. 

Q Do you recall having any discussion with f'r. 

Clarlto at any time concerning the financial condition of 


IF.L? 


A You mean the numljors? !!o. TJo. 

0 Was P.r. Clarl'.e involved in any of the negotiation 

loading up to tlie decision that $G00,000 \;ould be noec^cd 
on the Ixasis of a $200,000 loss for the ''ear? 
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2 

A 

No. 


3 

Q 

Was »’r. Crocker involved in any of those — 


4 


THE COURT: What is that question again? 


5 

Hay I hear 

that last question; I didn't follow you. 


6 

Q 

V/as Hr. Clarke involved in any of the negotiation 


. 7 

sessions or any of the discussions among the Plessey people 


8 

as to the 

basis on v;hich we v/ere agreeing to put $600,000 


9 

in the business? 

1 

10 

A 

No. 

1 

11 

0 

Do you have any recollection of Mr. Crocker 

1 

12 

being involved in any of the financial negotiations in 

■ 

13 

connection 

\;ith the acquisition of ISL? 

1 

14 

A 

No. 

1 

15 

Q 

Did you ever discuss with »'r. Croc);er the 

1 

16 

basis upon 

which v/e had agreed in the original contract to 

1 

17 

contribtitc 

$600,000? 

1 

18 

A 

No. 

1 

19 

Q 

’1r. Sinsheimer, do you have anv recollection of 

■ 

20 

vrhat the not worth of I^L v?as as of Febrviary 4 , 1070, \;hcn 

1 

21 

wo signed 

the contract? 

1 

22 

A 

It v:as a negative not v/orth. 

■ 

23 

0 

It v;as a negative number? 

1 

24 

A 

Yes. 

1 

25 

() 

Would ’'ou explain to the jury and )iis Honor w'lat 

■ 
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that ncans v;ith respect to the anount of new working capital 
that v.’ould be needed in relation to the anount cf noney that 
the busincsG loses when it has a negative net v;orth? 

THE COURT: I don't understand that question. 

I don't kno\7 that anybody does. 

u.R. jiMjONEY: I will V7ithdra\/ the question. 

THE COURT: As I understand it, Ur. Sinsheiner, 
it's already been testified hero that it v;as only by the 
putting in of thevalue of that house that kept ISL in cash 
up to the date of closing; isn't tliat right? 

THE V7TTNESE: Yes. 

THJ; COURT: There v;as no mvnterv a})OUt all that, 
and v/hen the date of the closing cane around, that had been 
exhausted; they didn't have any cash; is that right? 

TEE \7ITnESG: I think that's absolutely right. 

THE COURT: The other thing I v;ould like to ask 
you is, your interest, or rather, Plessey's interest in 
acquiring this outfit v/asn't because they had any particular 
net v;orth or negative net worth; your interest in 
acquiring it was because you believed and the people in 
I'ngland believed tliathaving this unit night lie useful in 
the conduct of their business and perhaps the opening of 
a dovelopront of tlie U.r>. business; is that correct? 
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Tlin WITNESS; I think that's essentially right. 

THE COURT: Is that a fair statomont? 

THE V7ITNESS; I think it's essentially right, 
except the net v;orth question and the continuing loss 
question goes to the value of the business, not necessarilv 
to its — to v;hether v;e V7ant to go ahead v.'ith it or not. 

THE COURT; I nean, you could have a business, 
a little business in a building dov;n in liarbados that 
v;asn't worth a hoot to anybody except to possibly somebody 
who was making the same or similar kinds of mousetraps 
and could use it as a facility; isn't that right? 

THE WI'I’:iEER; Eure. 

THE COURT: All right. 

0 v;ell, Mr. Einsheimer, I believe vou testified 
that in arriving at the purchase price for the business 
you V7ero considering the amount of money that it v;ould take 
for Plessey to build their own factory and train tlioir o’vn 
people and start from scratch; is that correct? 

A V7oll, what ^.’c did v;as \7e had a business, for 
v/hich I \;as responsible, v'hich v/as in the tele-communicationr 
business in lirazil. Brazil is a reasonably good low 

cost labor area. ’’ioht next door the Burrov.’s Corporation 
had a matrix stringing company, so we were looking into 
putting dov;n a similar k.ind of facilitv that wo had in 
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Portugal and Malta in Drazil, so tht enasv/er is yos. 

0 Lot's go hacJc to the closing, and I bolicvo 
we were up to Mr. Albert or Mr. Dubin calling you back the 
second time with second proposals after your first 
instruction to then had been not to close the transaction. 
V.’ould you tell us — 

A There v/crc a v.’holo series of conversations v;hich 
I really can't — T almost have to — 

Q All right, v;hat v;as the net effect of all the 
conversations? 

A Tlie net effect -- 

TliP COURT: I think the jury and I v.’ould be a 
little interested because v/here I am left was I think you 
said, oh, lot's forget it; let's forget it. 

Do vou remember v’hat the next statement Ijappenef. 
v/as when they cane back to you? 

Tlin V?IT13ESS: They called back, and they said, 
"All this v;ork. is going into this thing." Milton Albert 
then said to mo — ho said, "Look, if v;o can got then to 
pay interest on thovorking capital,tlio $200,000, you knov;, 
v.’ould that satisfy you?" 

■And I said, "I don't thin): it v;ould, ''ilton," 
l^rcauso wo tliought it v’as losing at a rate of 40,000 — 
of $20,000 a non til; it's doing \;orso; T have got my --- 

1]65 


SOUTHERN DISTRICT COURT REPORTERS. U S. COURTHOUSE 
EOLEV SQUARE. NEW V ORK N.V. CO 7-4S«0 







Sinsheimer-cross 


1050 


now, I have got my suspicions about how good those people 
are. I don't know whether they are good or bad, but I 
certainly like the fact that I had been told one loss 
figure for December 31 and it turns out to he double, 
and I didn't like the fact that I v/as told that they v/ere 
going to lose only $2 0,000 a month and they v^ere losing 
almost double that, if the '74 applies to two months. 

I said, "As far as I am concerned, unless v»e can take over 
managem.ent right av/ay, forgot it." 

I believe that's what I said. They came bad: 

““ 1 don t l:nov7 v/hether it's in the same conver~ 
sation or later — and they tried to nullify me. It ended 
up that I said, "If in fact you can do a deal where tliey 
pay the 10 per cent interest and v/e can take over at the 
end of Hay instead of in June, then I will go ahead v;ith 


THE COURT: That would he which nontli? The 
measuring year began April — 

THE V.'ITHE.nr;: Your Honor, that would bo the 
second month, but, your Honor, I did not use the second 
month. I specifically said to Seth Dubin and Hilton 
Albert, "I \;ant to }'.e able to tal:e over if tlioy don't 
maJ;c it in May," and that v/as mv v.’ords to then. 

THE COU’l"’; Lsv tlio way, wn heard some testimony 
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while you were having this bad day on the telephone there 
v.vis a prolilem vrith the Data 100 loan. Was that also going 
on? 

THE WIT’IESS: My recollection of the Data 100 
situation is extremely — I don't think I really over got 
into it in depth. I think that Milton Albert did. Tliere 

was never a discussion about Data 100 on the telephone that 
day. 

THE COURT; As far as you v;ero concerned. 

THE WITUESE: Nobody nentioned it to me. 

Noliody mentioned it to me. 

THE COURT: Riglit. 

THE WITMESn: I am not terribly familiar v’ith 

that arrangem.ent. I knov; there v;as an airangoment and 
the only way I am familiar v;ith it is by reading some of 
the documents. T don't believe I was very familiar vrith it 
then. I am more familiar with it today on the basis of 
having read some of the documents than I v;as then. 

THE COURT: Well, there v/as some testimony 
on the plaintiff's side hero that the Data 100 loan v.’an 
duo by — I think it vras jMarch Gth, and that there was 
some testiinonv to the effect that perhaps the .0200,000 
to pav tli.nt off \’ould not be paid. I think it ’..’as the 
National rihy Rani;, ’..)ut vou liave no recollection of that? 
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THE WITNESS; No, sir. 

MR. rtALONEY: All right, your Honor? 

THE COURT; Go ahead. 

BY MR. MALONEY; 

Q Mr. Sinnheinor, I show you a copy of Plaintiff's 
Exhibit 5 and I ask you if you can identify that document. 

A This is the amendment signed by Milton Albert 
for Plessey Incorporated and Allan Kovar for International 
Scientific vrith respect to the making — v/ith respect to 
mailing the extra money available at 10 per cent interest 
after $200,000 and shortening the period to begin on *'ay 1 
when we had to malic $15,00 0. 

Q VJhat v;as your understanding under the terms of 
the amendment as to Plessey's right to assume management 
control? 

A It v;as my understanding that v;e have the right 
to assume management control as I had instruced on June 1 
if in fact the May numbers or v;hatcver it was, the May 
numbers did not come up to $15,000. 

THE COURT; And that would bo by taking the profits 
if any, for the month of May and adding to them anv profits 
for "arch and Aj^ril? 

TI'i; WITNESS: Yes. 

0 "r. rinrsheimer, I sho’-/ vou a copy of Plaintiff's 
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Exhibit 26 in evidence and I ask you if you can identify 
that document? 

A It is a letter dated June 9 by v;hich I exercised 
our rights under paragraph -- the company's rights under 
paragraph 5-D to take over management of the business. 

0 The first paragraph states: 

"Reference is made to the agreement dated the 
4th day of February, 1970, betv;oen your company 
and the Plessey Company, Ltd., which agreement was 
thereafter assigned to, and assumed by Plessey 
Incorporated, and the letter agreement dated March 2, 
1970, between your company and Plcssev Incorporated." 
Mr. Sinsheiner, I ask you v/hen for the first 
time did anyone ever say to you that Mian Kovar may not 

o 

have had autliority to sign the amendment at the closing on 
March 2? 

A Nobody ever said it to me. The first tine I ever 
hoard of it vras in the complaint in this action. 

Q Do you recall what the date of that complaint 

v/as? 

A Some tine in -- 

T’E COIT.V: You fello’..'s must ):nov/ tliat. I don't 
):no’-r "hy you are bothering Mr. Ginslieimer v’j th that. 

! 171 . I.nMFY : 'j'hre v'as a pr i or ac tion. 
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THE COURT: I understand. Out in Chicago? 

THE V7ITIIESS: Yes. 

MR. r-lALO’JEY: Yes. 

THE COURT: You gentlenen Jinov; when that v’as. 

A I never heard about It until — 

MR. McCOIEIELL: October, '71, I believe. 

A I never hoard of it until it came up in this 
litigation. 

0 When for the first time did anyone ever tell 
you that Plessey had assumed management control one month 
early under the terms of the March 2 amendment? 

A Hot until the comr’oncemont of this litigation. 

0 V/ould you repeat your ansv/er, Mr. Sinshoimer? 

A Hot until the commencement of this litigation. 

Q I believe you testified you had various telephone 

conversations witli ’!r. Carlen, as v;ell as a meeting v;ith ’^r. 
CarIon on July 13, 1970; is that correct? 

A I think T had five or six telephone conversations, 
maybe more, v;ith ”r. Carlen. 
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Q At any tine during the measuring year did Mr. 
Carlen ever say to youin v.’ords or substance that the March 
2nd amendment was not valid because Allan Kovar did not 
have authority to sign it? 

A Mo, sir. 

Q Did Mr. Carlen or anyone else ever say to you 
during the measuring year that the .March 2nd amendment v.’as 
invalid because it had not been approved by the board of 
directors of ISL? 

A Ilo, sir. 

0 At any time during vour telephone conversations 

v.’itii "r. Carlen did he ever sa” to vou ho thought Plossev 
had assumed management control one month early under tlie 
terms of the amendment? 

A No, sir. 

Q I believe you testified that follov:ing vour 

mooting in your office v;ith Mr. Carlen and Mr. Shapiro on 
July 30 that you agreed \7ith Mr. Carlen to keep him advised 
on an informal l)asis if he called vou from month to month 
as to v/liat was happening in the company? 

.A Yes, sir. 

o Did you and *'.r. Carlen speak on a regular basis 
during the })alanc‘^ of 1970? 

A I don't k.nov; \;]»othor it was rcoular. It certain] 
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■ 

wasn't every nonth. One month he would call and then he 


1 

would skip a nonth. I think in one of the conversations 



he talks about the profits for tv?o months. 


■ 5 

THE COURT; Did you ever call him? 


1 

THE WITNESS: No, sir, he alv/ays called me. 



Q During any of those later telephone conversations 


■ 8 

did Mr.Carlen ever claim tliat the March 2nd amendment v/as 


1 

not valid for any reason? 


10 

A No, sir. 


" 11 

Q Did Mr.Carlen in any of those later telephone 


1 

conversations over claim that the Plosscy Company had 


13 

assumed mananoment control one month oarlv? 


■ 14 

A No, sir. 


1 

Q Did he ever Ijeing up any discussion of tlie mean¬ 


■ 

ing of the v.’ord "average" with you in any of tliose tele¬ 


■ 17 

phone conversations? 


1 

A No, sir. 


■ 

Q Mr. Sinsheimer,I show you what has been introduc¬ 


20 

ed in evidence as Plaintiff's Exhibit 22 and I ask you 


1 

if you can identify that document? 


■ ^ 

A Yes, this is a letter addressed to Allan Kovar 


23 

dated 10th of noermbor, '71. 


1 ^ 

o December or September? 


■ ^ 

A Septfiiber, excuse no, '71, v/hich advises or 


B 
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does two thinffs. It says, first of all; 

''\Jo arc nov/ in receipt of tlie certified audit 
of Messrs. Price, VJaterhouse & Co. in respect of 
the operations of International Scientific (1970) 
Ltd. during the measuring year. This audit shows 
that a substantial loss v;as incurred during said 
measuring year." 

It further goes on to state: 

"In addition, v;e are in receipt of an audit 
certified by Messrs. Price, VJaterhouse £. Co. for 
the year ended December 31, 19G9. Sucli audit shovrs 
a substantial discrepancy in both the profit and 
loss statement for the year ended December 31, 1969, 
and for the balance sheet at that date as compared 
with t}ac profit and loss account and balance sheet 
wliicli you v;arranted in the agreeiiont of February 4, 
1971. " 

Fo, in essence, v;e put them on notice that r/e 
believed that tlie balan::c slieet and profit and loss for 
tlie year that they had v’arrantcd v.’as in error. 

Q .staying with the measur inrt year report, do vou 
I'.ave any recollection v.'lictlicr or not you enclosed copies 
of tlie reports with your letter? 

A I do not. 
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Q To the best of your recollection did you ever 
refuse a request by I5L or f’r. Kovar for a copy of tlio 
measuring year report prepared by Price, V/aterhouse? 

A There was never a request. If there had been, 

I would have sent it. 

Q You never refused to give then a copy of the 
year-end report of the measuring year? 

A No, sir. 

(Defendant's Pxhibit DC marked for 

identification.) 

Q Nr. Sinshcimcr, I sho\; you a copy of Defendant's 

Exhibit DC for identification and I rask you if you can 
identify that document? 

A Yes, this is the December 31, 1969, balance sheet 
and profit and loss statement of International Scientific, 
Ltd. as prepared by Price, Warerhouse & Conpanv, chartered 
accountants, Barbados. 

o V7ho requested Price, Waterhouse to prepare that 
report? 

A Tliat I don't );nov.’. I presume that '*ilton 
Albert did, but I can't swear to that. 

0 Does that report cover the calendar year 1969? 

A It purports to, yes. 

MP. iu\LO?irY; T offer the document in cv'idence. 
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MR. McCONUnLL: Same objection. 

MR. MALONEY: I v.’ithdraw the offer at this tine, 

THE COURT: I have a poor copy. I can't read it, 

MR. MAIiONEY: 'J’hat copy isn't clear? 

THE COURT: No, the figures are not clear. 

I thin); this is a good tine to stop. It is 
VJe v/ill adjourn nov? for the dav. Tomorrow 
10 o'cloc); sharp. Have a nice evening. 
(Adjourned to ’’arcli 19, 1974, at 10.00 A.m.) 
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SCIENTIFIC nOLU.riG COMPANY, LTD. 

vs. 72 Civ. 4040 

PLESSEY INCORPOPJ^TED. 

New Yor];, ’’arcli 19, 1974; 

10.00 A.M. 

Trial resuned. 

(Jury in Ijox.) 

THE COURT: Good morning, Indies and gentlemen. 
Nice to see you this morning. 

I have a problem, wliich all v?e judges have those 
days; I liavo another thing I have to do this afternoon 
around half-past three. I v;ill excuse you a little earlier 
this afternoon. You v;ill Ijo glad of that. Yea have a 
lot of things you v.’ant to do. 

You may i>rocoed, Mr. Maloney. 

V7 A R R E N J. S I N S n E I M E R, rosvmod. 

CROSS EXy^MINATION CO!JTINUEU 
BY MR. 'TAJ,ONEY: 

Q I believe you gave some testimon'^ yesterda''' 
concerning tlie days vou v;cro in I’naland in Poljruar’'. over- 
nig.ht did you ch('c): your passport to verify t’le dates on 
v/liicli ''o\\ v’ere in Tngland.^ 

A Yes. T arrived in Ilnglain! rf'’-'ruarv 20, 1070, 
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1 

and left England February 25, 1970. 


3 

Q Do you recall v/hat days of the v;oek those \/ould 


■ 4 

be? 


1 ^ 

A I believe February 20. I loft on the 19th. 


6 

I got there the morning of the 20th. I believe that v.'as 


■ 7 

a Friday, and, therefore, the 25th \/ould be a VJednesday. 


1 ^ 

Q At any tine during your stav in England do you 


9 

have any recollection of meeting with Mr. Crocl'.or? 


■ 10 

A No, sir. 


1 

Q Do you have any recollection of discussing with 


12 

Mr. Crocl'.er betv/een those dates on the telephone or other¬ 


* 13 

wise the results of liis trip to Barbados? 


1 

A No, sir. 


15 

Q I ’jclieve yesterday I asked you a series of 


* 16 

questions concerning v’hcther or not anyone had complained 


1 

tliat tlie March 2nd nnondment \;as invalid because ?'.r. Kovar 


18 

lacl'.cd authority or \;as there anyone wlio complained tliat 


■ 19 

the tal.eovcr was a month early, and your ansv;er is that 


1 20 

you liad not. 


21 

Did vou receive any other complaints from anyone 


■ 22 

associated with lEL during the measuring year concerning 


1 23 

the assumption of management control? 


24 

A b’e rcceivc^l t'’o comijlnints during the measuring 


" 25 

vear. 'i'lie first one ’’as at a meeting v'ith "r. Carlen 
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and nr, Shapiro, in which rir. Carlen — I think that was 
the 13th of July — in v/hich Mr. Carlen told me that he 
thought it was a bad business judgment on my part to taJee 
over tlie business. And tlien some time during the very end 
of the measuring year I got a long letter from a lavryer — 

I thinlc his name v.'as Matthov;s — v;liom I never heard of 
before, and who indicated that he v;as a stoc]:liolder of 
ISL, and ho ended up \;ith a great series — lao started 
t?ie letter, I think, asking for information as to v;hethor 
he v;a3 properly informed, and then he went on v;ith a v;holo 
series of things that ho alleged that the company did v;rong, 
including the wrongful tal.cover of management. But he 
didn't explain v/hat reasons that he v;as giving,as far as I 
recall the letter. 

(Defendant's Txhibit DQ mar):od for 
identification.) 

TliE COURT: You said the name was Matthews? 

Could it hav'o been ’!urrav? 

Till, WITNESS: Yes, sir, it could have Ijoen. 

(Defendant's Exhibit DP. marked for 
identification.) 

0 Mr. Sinshoii.’.er, I sl'.o'/ you Defendant's Exhibits DO 
and DP for identification and I as): you if vou can identifv' 
those documents? 
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A Yes. DQ is a copy of a letter v»hich I received 
from Mr. Matthev/ E. 'lurray, dated the 22nd of Eebruary, 

1971, and DR is a copy of nv nnsvrer dated Marcli 10, 1971. 

Q Hov; much tine v;as left in t!io measurinq year 
at or about the time that vou received Mr. Murray's 
letter? 

A Approximately a month, I guess. 

MR. fiT'LOIIEY: I offer them in evidence. 

MR. TlcCOMTlELL: No objection. 

(Defendant's Exhibits DO nnd DR received 

in evidence.) 

Q rollov;inq the measuring year did there come a 
time v;hcn \,*e comnlctcly closed dov7n tlie plant in IJarhados, 

M.r. Einshejr.or? 

A Yes. 

Q Do you recall v7hon that v;as? 

A I don't recall specifically. It V7as some tine 
in '73, early in 1973. 

0 Betv/cen tlie time that vre had aenuired the 
facility in March, 1970, and the tine we closed it some 
tire in 1973, had we ever boon able to operate t!\at facility 
at a profit? 

A No, sir. 'I’lie lof:5'.os had al\;avs l)cen sub¬ 

stantial . 
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mp Sinsheimor-redirect 1065 

MR. M.MjOIIIJY : I have no further questionn. 
REDIRECT EXAflTIJATIOIJ 
BY MR. MCCONNELL: 

Q "Ir. rinsheiner, do I understand correctlv that 
it is your position that after the taJceover of nanagonont 
by Plessey you had no duty to maxinize profits? 

A No, sir, that is not ny position. 

Q That is not your position? 

A My position is that vto had a duty to run tlie 

business as a reasonable r.an would run his }')usiness in 
order to make a profit out of it. 

Q Nell, tlien, you do concede that you had a duty 
to attempt to earn iirof.its from that business? 

A Yes, sir, and v/e did. 

0 And part of that business v;as cable harness 
and electronic suL-assc'mI)ly v/ork? Isn't that the fact? 

A The testimony so indicates. I an not certain. 

Q But notv'ithstanding that and notwithstanding 

that tlic contract provided tliat that v/as to bo part of the 
business from vjhich profits v»oro to lie earned, Plessoy 
after taking over discontinued those tv;o linos of the lEIi 
Inisiness? Isn't tliat tijo fact? 

A Nhich is t-'.e second line, Mr. ’’cConnell? 

0 riuli-asson’.^lv vorl;. 
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1 

A I don't know anything about tliat^ 


■ ^ 

flR. .'lALONEY: I don't think there has been any 


4 

testimony with respect to any sub- 'ssemhlv v/ork having 


1 

been terninated. 


■ 6 

Tin: COURT: T don't, either. And on the 


7 

harness, as I understand the testimony, that was taken out 


1 

of Barljados and put in Brazil? 


■ ^ 

THE IIITHESE: Ily understanding, vour Honor, 


10 

having choclicd on that, that is not so; it v;as taken out 


1 

of Barbados because it could not earn a profit. It never 


■ ^ 

went to Brazil. The Brazilian people, from hearsa*, , came 

4 

13 

up and didn't \/ant to take it. 


1 

THE COURT: So it was discontinued? 


■ 

THE VIITHESS: Yes, because v;e couldn't ma};e 

V 

16 

money on it. 


1 

VJho told you vou couldn't mak.c m.onev on it? 


■ 

A Our people. 


19 

Q V.’ho is "our people"? 


1 20 

A Hr. fIcConnell, I don't knov/. I v;as told Ijv 


■ 

people v'ho v;ork for the Plessey Company that \/e couldn't 


22 

malic a profit. T v’as there to malic a profit. 


1 23 

n On cable harnciis worli? 


K Zi 

A Vos. 


25 

Q did vou ever see any financial analysis 
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about your cable harness work showing that you couldn't 
make a profit? 

A No. 

0 And you can't remember vrho told you that? 

A I presume it was Milton Albert or Donald Clarke 
or Mr. Gretten. 

Q You didn't even know about the decision to dis¬ 
continue the cable harness work when the decision was made? 

A I probaljly did not. 

Q Wasn't that your testimony yesterday? 

A That was and is my testimony. 

MR. McCONilELL: Excuse mo, your Honor, I am 
looking for a particular report. I will go on to another 
point. I will find it. 

Q Did I understand you to testify yesterday that 
Plossey liad been unsuccessful in its attempt to penetrate 
tlie I’.E. market? 

h Well, tliat is not \/holly accurate. I think I 
did testify that wo got a largo order from Digital I'guipment 
Corporation, but other than that we li.ad not been success¬ 
ful. That is correct. 

{) In your preliminary discussions v.’ith ’'r. Kovar 
you mentioned that fact to him and also expressed surjiriso 
at the fact that J55E Ivoing an o^^fslioro facility had boon 
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able to C5tal)lish a custoner base in the United States 
market? Is that riqht? 

A Yes, sir. 

Q And, of course, that was one of the things you 
v.'crc or you v/ould acouire if the accruisitionwent ahead? 

A Yes. 

Q ISL's customer base? 

A Yes. 

Q You knev’ they v/cre doing business v/ith the 
principal computer and peripheral customers in the United 
States mark.et? 

A So I v'as given to understand. 

Q I l)olieve ^our testimony was tliat you v/antod 
this business to be run by Plessey? 

7v Vic v/ere })\iving the business and obviously wo 

want to manage it. 

0 And the first contract draft so provided? 

A Yes. 

0 That Plcssov v^ould run this business during 

the measuring year? 

A V;ell, it didn't provide it v.'ould not run it, so 
the opposite of that is t'nat it v;ould run it, vcs. 

Q \7cll, it j-irovided that it v.'ould continue the 

business in food faith either it.';elf or through a sub- 
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1069 


sidiarv? 


Yes. 


Q And the ISL principals objected to that? 

A So I believe. 

Q Didn't vou testify yesterday that they said in 
effect that since the contract price V7as based larqoly on 
an earn-out, that it was reasonable on their part to './ant 
to renain in management in order to insure tliat the profits 


v/ere earned? 


That is right. 
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Q And I believe you further testified that — 

MR, MAL01:TEY: I would object, your Honor, 

THE COURT: This is leading. Do we have to 
go through what he testified to before? I think we 
have all that, I would rather not go through it again, 

MR, McCOllNELL: All right. 

Q Was it your understanding that under the original 
agreement, that is, before the March 2nd amendment — 

THE COURT: You mean the agreement as signed? 

Q The agreement as signed and as amended by the 
February 18th letter, was it your understanding that under 
that agreement ISL management had until June to make 
15,000? 

A That is my understanding, yes, 

Q It is your position that they had to make 
15,000 and they couldn't average June and July, that is 
your position? 

A That was my intention, 

Q Isn't it the fact that you knev/, based on 
the analysis that had been made of ISL, that the company 
would likely make $15,000 profit in June? 

A No, it was not. 

Q You knew the company would be at break-even 

by the time it reached $135,000 of sales, did you not? 
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the COURT: Wait a minute. How could he know that? 
He might have hoped that, 

Q I show you Plaintiffs Exhibit 10, which is 
Mr. Osborne's report, and ask you if that does not indicate 
that the company, assuming a January start, would be at 
break-even by the time they reached sales of $135,000? 

A If you say so, Mr, McConnell, I would agree with 
you. I think I also testified i never saw that report. 

Q YOU never saw Osborne's report and you never saw 
Clarke and Crocker's report, 

A I saw Clarke and Crocker's report on the 5th. 

Q But after the deal had been closed? 

A Yes, sir; that is precisely right, 

Q That is your testimony? 

A That is my testimony. 

Q It is your testimony that you never saw Crocker's 
report of February 25th, is that right? 

A I saw Crocker's report of February 25th on March 5th 

Q But not until after the closing? 

A That is correct, 

Q And you never saw or heard of Frey’s report to 
the English Plessoy board of February 27th? 


Yes, I did. I heard about that two weeks ago 


yesterday. 
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Q But not until then? 

A That is correct, 

Q And Mr, Frey was one of the three members on this 
three-man committee that was making the acquisition, isn't 
that right? 

A Absolutely, yes, 

Q He co-authored your report of January 9th, isn't 
that also the fact? 

A Absolutely, 

Q But it is your testimony that Frey never told 
you about his report to the English Plessey board? 

A That is my testimony and that is the fact, sir, 

Q Not only didn't you sqe any of these reports, 
but it is your testimony that neither Crocker nor Clark 
reported orally to you on their visit to the Barbados facility 
in February? 

A Not before the closing; that is correct, 

Q Plaintiff's Exhibit 111, which you say you never 

got a copy of until March 5th, which has attached to it 
the statement for ISL for the year ending 1969, is also 
shown as going to Mr, Dubin, besides yourself, is that right? 

A If you say so, sir, 

Q Do you want to look at the document? 

A If you say so, that is fine, 
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Q 

A 

Q 

A 

Q 


Who is Mr. Dubin? 

He was the company's counsel. 

It also shows as going to Mr. Albert? 

That is correct. 

And that is the scime gentleman— 

MR. MALOrTEVT: Your Honor, again wo will stipulate 
that whatever the distribution says, it says. i think we 
ought to get whether Mr. Sinsheimer has asked any of those 
gentlemen when they saw the report and all of those 
gentlemen are going to come and testify. 

the COURT: I do think Mr. McConnell, i have the 
impression that we have gone into this in some detail before 
on direct examination. 

MR. McCOITNELL: I think we did so far as Mr. 

Sinsheiner, but I don-t know that we established that Albert 
and Dubin also received copies ofthis report. They are shown 
on the distribution list. 

the COURT: I don't think there is any problem with 
that. He isn't going to quarrel with that. 

Q I believe you testified that in your conversation 
with Mr. Albert he said two things _ 

THE COURT: If he did testify to that, wo alreadv 
have it in the record, what is your question? 

MR. McC0:t::elL: it is just preliminary, your Honor. 
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THE COURT: I know, but let's move along, 

Q When Mr, Albert, according to your testimony, 
said that the business had lost 400,000 rather than 200,000, 
did he give you any breakdo^^m of that $400,000 loss? 

A No, I answered the question, 

Q I didn’t hear you, 

A I said no, not to my recollection, 

Q So, so far as you knew, at the time you told him 

to call off the deal, you didn't know what the composition 
of that loss was? 

A No, I don't believe i did, 

Q An you didn't know whether it included $37,000 

« 

of debenture interest? 

A No, 

Q Picked up in December? 

A I did not, 

Q And you didn't know whether it included $75,000 

worth of — 

THE COURT: If he didn't know, he didn't know. 

Why do you have to keep repeating all these things. He said 

he didn't know what made it up so, obviously, he didn’t 
know, 

Q Now, when Albert said that the business had lost 

$74,000 for the two-month period, January and February, did 
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m 

2 

he tell 

you that that figure included $19,000 of legal ex- 


n 

3 

pense? 



M 

4 

A 

No. 


m 

5 

Q 

You had agreed under the contract to pick up that 


n 

6 

legal expense, had you not? 


m 

7 

A 

I don't know what legal expense you are referring 


■i 

8 

to. Under the contract we had agreed to pay some legal 


1 

9 

expenses 

of the prior ISL operation. 


1 

10 

Q 

Of the acquisition? 



11 

A 

Yes, 


1 

12 

Q 

Did Mr. Albert toll you that that $74,000 included 


1 

13 

$17,000 of back interest? 


■ 

14 

A 

No, I don't believe so. 


1 

15 

Q 

Did Mr. Albert tell you what the sales for 


1 

16 

February were? 


■ 

17 

A 

I don't believe so, no. 


1 

18 

Q 

So, without any — 


1 

19 


THE COURT: I don't like that question the way it 


m 

20 

starts. 

He has answered the question that he didn't know. 


1 

21 

It is up 

to the jury to draw the conclusion. 


1 

22 


MR. McCtXJlJELL: Okay, 


m 

23 

Q 

After Mr, Albert's call, did you make any attempt 


1 

2A 

to get in 

contact with Mr. Frey? 


1 

25 

A 

No. 
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Q Or Mr. Crocker? 

A No. 

Q Or Mr. Clarke? 

A No. 

Q Isn't it a fact that you actually signed the 
February 4th agreement without having a statement, an ISL 
statement for the year 1969? 

A I believe that is so. 

Q Notwithstanding the fact that the contract read— 
THE COURT; Please don't argue with the witness. 

If he says “That's right", you are bound by his answer. 

Q When Mr. Carlcn wrote you on June 17th and said 
that the ISL people were going to look to Plessey as trustee 
of their rights, what did you understand him to mean? 

A I understood him to be in error, I understood 
that he was trying to impose a fiduciary relationship 
which didn't in fact exist, 

Q And that is what you purported to reject in your 
letter of September 22nd? 

THE COURT; I don't think he purported. He did, 

didn't he? 

MR. MALONEY; Yes, sir. 

Q You said you rejected that notion? 

A Yes, sir. 
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THE COURT: That is right. 


Q I show you Plaintiff's Exhibits 6 and 7, which 
are the telexes. Plaintiff's Exhibit 6 being Mr. Dubin's 
telex to you containing the suggested language by Mr. Lewis 
to be included in the contract and Plaintiff's Exhibit 7 
being your reply thereto. 


Mr, Lewis uses the words "average profits", does 


he not? 


A He uses the words "Do not average $15,000 per 
month," 

Q Commencing with the third month? 

A Commencing with the third calendar month. 

Q In your reply back you delete the word "average"; 
is that right? 

A I am just trying to compare them because they are 
not totally the same. ISL profits are not at least 15 k 
dollars per months in any of the ten full measuring months 
commencing with, 

Q That pretty clearly would require that ISL had 
to make at least 15,000 in any month starting with the 
period? 

A That was my position. 

Q And there isn't any ambiguity in that language? 

THE COURT: No, no, no. 

1192 

SOUTHEIIH DISrntCT COOHT HEPonTtllS, U.S. COURTHOUSC 
f-OLLV SQUAftE, Nl W YORK. M.V. CO 7-4SB0 




I 







eoh 


Sinsheimer-redirect 


1078 


Q Cat, in fact, the word "average" gets back into 
the contract, does it not? 

A Yes, 

Q It is in the final draft? 

A Yes, 

Q And the word "average" also appears in the 

^arch 2nd amendment? 

A Yes. 

Q In making your report to the Plessjey board in 

January in which you strongly urged the acquisition of ISL 
as a base for your North American matrix operation, not¬ 
withstanding the fact that it was in dire financial straits 
and notwithstanding — 

MR, MALONEY: I object, your Honor, Mr, McConnell 
is coming up, 

THE COURT: I wish you wouldn't do that, Mr, 
McConnell, You are. Just ask your questions and get your 
answers and stop the "notwithstanding" and all this business 

Q When you made that report to the English board, 
who had you talked to about the ISL facility? 

A About the facility? 

Q Yes, 

A Mr, Kovar, I had hoard verbally what the Osborne 

feeling was about the manufacturing business and I guess 
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Erik Frey,and I guess that's about all, 

Q I believe you testified yesterday — 

THE CCXJRT: Again, let's not go and repeat all he 
testified yesterday. That is what I am trying to avoid. 

MR, MCCONNELL: I am not trying to repeat it, 

THE COURT: What is your question? 

Q The question is whether or not you were mistaken 
when you said that Frey's report to the board on February 27, 
1970, was merely information? 

A No, sir? I was not. 

Q Doesn't Plaintiff's Exhibit 110, the minutes of 
that meeting, state with respect to the suggested changes 
that these changes were approved? 

A I don't know, Letne see. 

Q Would you look at that document? 

A Yes, but the document so states, but these were 
changes that had already been made. 

The first change was the substitution of Plessey, 
Inc. for Plessey Limited, which had already been done, it 

is my testimony that neither of these affairs had to come 
back to the board, 

Q What was the second change? 

A The second change was that the working capital 

to be iircr.odiately provided was now likely to be in the region 
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Clarke-dircct 

of $800,000 and there was no request at that meeting for 
any authorization because that authorization and authority 
I already had, 

MR. MCCONNELL: That is all. 

MR, MALONEY: I have no questions, your Honor. 

THE COURT: Thank you, Mr, Sinsheimer, You are 

excused, 

(Witness excused.) 

MR. MALONEY: I don't think we have the two letters 
marked, even though they were received in evidence, your 
Honor. 

(Defendant's Exhibits DO and DR received in 
evidence.) 

MR. McConnell: Mr. Clarke. 


DONALD CLARKE, called as a witness, having been 
duly sworn, testified as follows: 

MR, MCCONNELL: Your Honor, I am calling Mr. Clarke 
under Rule 43 as an adverse witness. 

THE COURT: All right. 

DIRECT EXAMINATION 
BY MR. MCCONNELL: 

0 Mr. Clarke, would you state your full name, please? 
A Donald George Clarke, 
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Q Where do you reside, sir? 

A 44-09 244th Street, Douglaston, New York, 

Q Are you an officer of Plessey,^Inc., the U.S. 
company? 

A Yes. 

THE COURT: What office do you hold, I can't 

wait? 

THE WITNESS: Vice president, 

THE COURT: Vice president, okay, 

Q Are you also an Plessey Electronics? 

A Plessey Electronics Corporation no longer exists 

Q At the time of this transaction in 1969, 1970 

and 1971? 


A Yes, 

Q Were you an officer of Plessey Electronics? 

A I was, 

Q What cffice did you hold? 

A President, 

Q Are you also an officer of Plessey Memories 
Corporation? 

A No, I don't think so, 

0 When did you first learn that the facility at 
Barbados was going to bo under your administration? 

A This would be some time around February or March, 
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I would think. I don't know that it had been finally decided 
that it would come under my jurisdiction. It was that I 
was representing Mr. Sinsheimer when he couldn't make visits 
to Barbados, l went as his adviser and representative. 

THE COURT: Keep your voice up a little bit. I 
want to be sure the ladies and gentlemen can hear you. 

Did you hear that last answer? 

JUROR NO. 1: I did. 

JUROR NO. 4: Yes, sir. 

THE V7ITOESS: I went on Mr. Sinsheimer's instruction 
I don't knorf at that time that I had been advised officially 
that it would come under my jurisdiction. I was there 
representing Mr. Sinsheimer in the February visit. 

Q Can you fix the date in February? 

A Yes, it was February 17th to the 19th, 

Q Who else was there from Plessey? 

A There was Petey Hewitt and Norman Crokcer. 

Q Mr. Crocker was who again? 

A Mr, Crocker was in charge of the British Memory 
organization. That is the British Plessey. 

Q Who is Mr, Hewitt? 

A Mr, Hewitt was the general manager of the Portugucs 
memory plant, 

Q \Jhat did you do v;hcn you vrere in Barbados for 
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■ 2 

those three days? 


1 

A The reason for the visit was that we were con¬ 


4 

sidering acquiring ISL and there was a little concern 


■ 5 

as to whether the Barbardian government were fully aware 


1 

of our involvement and the reason for the visit down there 


7 

was mainly to speak with government officials. In fact. 


■ 8 

almost all of the three days were spent visiting with the 


1 

Prime Minister, the Attorney General, the officers of the 


10 

Industrial Development Corporation. These were all govern¬ 


* 11 

ment officials in Barbados and we wished to make them aware 


1 ^ 

that we had an intention of acquiring ISL and getting infor¬ 


13 

mation from them as to what would our position be should 


* 14 

■ 

such an acquisition go through. 


I ^ 

Mr, Hewitt was there, he did not take part in 


■ 

the discussions with the government. He was there as a manu¬ 


" 17 

■ 

facturing man to have a look at the facility from a manu¬ 


1 b3 18 

facturing viewpoint. 


■ ^8 

Q Do you recall preparing a report of your visit? 


20 

A There was a joint report prepared, yes. 


I 

Q Was that prepared — 


22 

THE COURT: A joint report? 


" 23 

■1 

THE WITNESS: By Mr. Crocker and myself. 


■ ^ 

THE COURT: You and Mr. Crocker, all right. 


■ ^ 

Q I show you Plaintiffs Exhibit 111, which is cntitlt 

d 


1198 


1 

SOUTHt: MN DISTRICT COURT HePOMTLRS. U.S. COURTHOUSE 

FOLEY SOUARC, new YORK. N.Y. CO 7-AiiaO 








eoh 


Clarke-diroct 


1084 


"Report on the proposed acquisition of ISL, Sea Well, 
Barbados, by Plcssey.Inc.," and ask you if that is the joint 
report that you and Crocker prepared? 

A Yes, this is the report. 

Q Is there attached to as a part of that document 
a statement of the income or loss for ISL for the year 1969? 
A Yes, there is. 

Q Where did you get that information? 

A I believe it came from Mr. Hourihan, either Mr. 

Hourihan or Mr. Kovar. 

THE COURT: Mr. Hourihan? 

THE V7ITNESS: Yes, the accountant. 

THE COURT: Hourihan the accountant. The jury and 
I just want to keep these names straight. Is that how the 
English would call him, Hourihan? 

THE WITNESS: Yes. 

THE COURT: Hourihan and Hourihan mean the seime 
person. The Irishmen have different views on this, 

THE WITNESS: At least this is not St, Patrick’s 

Day today, 

Q Do you recall when you prepared that report? 

A Yes, very vividly. It was a very busy three days 

in Barbados and this report, we tried to start to put it 

together whilst wo were thro, but the time, you kno^v, just 
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1 

2 

didn't allow and it was completed on the Friday. We Ccime 

m 

3 

back to New York on the 19th, Friday was the 20th and Mr. 

H 


Crock had to return to England on Friday evening and i know 

■ 

5 

It was quite a rush to get this typed and completed before 

m 

6 

he left because he hand carried thse reports back to England 


7 

with him. 


8 

Q So, it would have been completed, then, some time 


9 

around the 20th? 


10 

A The 20th, yes. 


li 

Q Did you make any oral report to Mr. Sinsheimer 


12 

of your visit to Barbados? 


13 

A Not that I can recall. I know Mr. Sinsheimer 


14 

was not in America when we returned from Barbados, i dofi't 


15 

recall ever making any verbal report, no. 


16 

Q Do you recall a meeting with Mr. Clarke and Mr. 


17 

Crocker at the spring joint computer conference and then 


18 

following that having discussions with Kovar on the plane 


19 

back to Barbados and at Barbados relative to the management 


20 

of ISL? 


21 

A Yes, Wo returned from the spring joint computer 


22 

conference on May 7th, We traveled to Barbados. 


23 

Q Isn't it the fact, Mr. Clarke, that you asked 


21 

Mr, Kovar to agree to Parr having complete pricing authority? 


25 

A I don't recall that at that particular time. 
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Q You don't recall it. Isn't it also the fact that 
you asked Mr, Kovar to agree to Hewitt having complete 
control of production at Barbados? 

A The idea of Hewitt being in Barbados was to handle 
manufacture, I don't recall that particular conversation, 
but that could quite easily have taken place because that 
was the sole intent of Petey Hewitt there, to be head of 
manufacture, 

Q Didn't you tell Kovar that you wanted to change 
the ISL facility into essentially an assembly type operation 
similar to the ones that Plesscy had at Malta and Libon? 

A That was the intention, but I don't know whether 
this conversation took place on May 7th because, as i recal 1, 
we sort of revised — when I say "we”, Norman Crocker and 
myself — sort of revised the floor plan when we arrived 
at Barbados, That was submitted by Petey Hewitt on his plans 
as to how to reorganize that facility to make it more 
productive, 

I don't recall having seen anything prior to that 
so I don't think I could have discussed it, 

Q I zuii talking now about not only discussions at 
the spring joint computer conference but on the plane back 
to Barbados and even after you got to Barbados, 

A After wo got to Barbados, yes, sir, 
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Q Didn't you, after you got to Barbados, tell Kovar 

that what you wanted to do here was to change this facility 
so far as the production layout into essentially an assembly 
type of operation similar to what you had going in Malta 
and Lisbon? 

A Correct. 

Q Didn't you also tell Kovar — 

THE COURT: This is after they got to Barbados? 

MR. McConnell; I don't know, your Honor, because 
they were— 

THE COURT: All right. At the meeting or traveling 
to Barbados or even after they got there, all right. 

Q Either at Barbados or earlier in your discussions, 
hadn't you told Kovar that you intended to establish a 
marketing facility at Boston or Maynard outside of Boston? 

A Yes, this had been discussed, you know, even prior 
to that, the possibility of a Boston operation. 

Mr. Kovar in one of the early letters had indicated 
that he felt it would be advantageous to have an operation 
on the mainland and service and repair facilities and 
design and development and test equipment. We were discussing 
that. 
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Q I don't believe !lr. Kovar mentioned a Boston 
facility? 

7^ rio. 

THE COURT: Never raind tliat. He says ho recalls 

that. 

That is v;hat you recall? 

THE V7ITNESS: Yes. 

Q Did you toll .Mr. Kovar that it \7as your intention 
to not only transfer marl:oting to I’.oston, but also to sot 
up a prototype and a custoner service and repair facility 
and to have design engineering at Boston? 

.A This is a prototype facility and service and 

repair. V/e linew it would take tine, because it does take 
months to sot up sucli an establishment. But that v.'as the 
intent, to Iwave such an establ ishr.icnt sot up in Boston. 

Q Didn't you ask Mr. Kovar to agree to those 
things? 

A I don't thini; »'r. Kovar disagreed v.’ith them. 

0 The question is, didn't you asJ; Mr. Kovar to 

agree? 

/' I don't recall asking him to. 

0 Didn't ’’r. Kovar say to vou, Mr. Clar}:e, that 
v.'liile this night ma);o .sense in Rlessey's lone range point 
of viov.' that he felt it va.s going to depress profits .si’ort 
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term and, therefore, he couldn't agree to these changes 
because he had an obligation to IPL shareholders to 
maximize profits during the measuring year? 

A I don't recall that conversation. 

Q Didn't fir. I'ovar further state to you tliat if 
Plosscy was prepared to pay the maximum payout under the 
contract, the 1,260,000 at the end of the measuring year, 
of course, ho had no objection to your going ahead v/ith 
these plans? Do you recall him saying that? 

A I don't recall that at all. 

0 Do you recall saying to 'Ir. Kovar that youfelt 
ho had a conflict of interest? 

A No, I don't. 

Q V/cll, follov'ing those discussions, v.'horo did 

you go? 

THE COURT: ^Jow, v;ait a moi.icnt. You have got the 
jury and me guessing. 

MR. McConnell: I got you from Atlantic Citv 
to Barbados. 

THE COURT: You arc dov/n at Barbados. 

C> Hov; long did vou stay at Barbados? 

A V7c \.’crc there thrvoagli the 13th. 

0 And fol]o’‘ing t!ie 13t)i whore did vou go? 

A PiacJ" to :y-\: Vorl:. 

1204 


SOUTHERN DISTRICT COURT REPORTERS. U S. COURTHOUSE 
FOLtY SQUARE. NCW YORK. N.Y. CO 7 ASBO 










1090 

ininp3 Clarke-diroct 

Q Did you report to Hr. Sinshcincr on your conver¬ 
sations v;ith Kovar? 

A Yes, I believe we did. I think wo did. 

4 

THE COURT: "V7e" is you — 

THE WITMESSr — and Crocker. 

THE COURT: You and Mr. Crocker. 

Q Then did both you and Mr. Croclier go back to 
England? 

A I believe Mr. Crocker went back on his own. 

I v;as in Nevr York for a little vrhile. I v:ent over to 
J’ngland about May 20. 

Q And on May 20 and on 'Ray 22 you drew u]3 plans 
for the takeover of nanagenent by Plosse''? Isn't that the 
fact? 

A V7cll, the reason for ny visit to England at 
tliat tine v;as to neet ’*r. Cretten, because '\r. c, rotten 
I had never met and he v;as going to ta];e over from Peter 
llev/itt; I also had tlie responsibility for the Garard 
record changer, so this v;as not a specific visit just to 
discuss ISL. 

Q \7hcther it was a specific visit to discuss 
ICE, v;hen vou got there you did, in fact, have a meeting 
v.’itli people from Plesscy about the proposed or con- 
tcnjilated takeover of managenent by Plessev, the takeover 
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of managenent of ISL? 

A Yes, meeting in Tov'cestcr and in London. 

THE COURT: VJhere is Tovrcester? Is it in 
London? < 

THE WITHERS: It is about 80 miles north of 

London. 

Q I show you v.’hat is in evidence as Plaintiff's 
Exhibit 20 and ask you if you can identify that as your 
memorandum? 

h Yes. 

Q Who are the other gentlemen who are sliown on that 

document as being in attendance? 

A The listing at the top is not the people in 
attendance; it is the circulation. 

Q Who arc the people v/ho arc on the distribution 
or circulation? 

A Jlcssrs. Sinslieincr, Uoust, Crocker, Albert, and 

Lutz. 

Q V.’c knov; v;lio .^inslieiner and All>ort are. 

Wlio is Hr. Doust? 

A He v/as the managing director of tlio Plesse'’ 
comiionents group and tlic memory division tliat Mr. CrocI;or 
VMS part of. 

0 Ro Mr. Doust v;ould !iavo } of'n Mr. Crocker's 
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Gupor ior? 

A Correct. 

Q And v;ho v/as ?!r. Lutz? 

A rir. Lutz ir, my comptroller and office manager. 

Q V;ho actually v/an in attendance at those meetings? 

A I don't hnov; \/hothor I recall all of the names. 

Sv.’eenoy \;an in attendance; he vras the comptroller of !:orman 
Crocker; tliero vrerc others in attendance at 'Jo’./cestor, 
and I believe t'aere v7cro one or tv:o other people in the 
Strowger house meeting. i cant recall all of the names. 

Q V/asn't it agreed as a result of those mootings 
tliat tlio taJ'.oover sliould tal;o place as oarlv in Juno as 
possible? 

A V7e liad no real control of the takeover. vr. 
Sinshoiner eas tlie only person vdio could decide. V7!ion v;o 
refer to takeover, n-hat are v.'o referring to? There arc tv/o 
areas covered I)y this report, first, that ”r. Grotten had 
to tal-.o over from Pr. IIe\;itt. ’’r. Hov;itt had already 
decided to return to Portugal or asked to lie returned to 
J'ortiigal. He was un}iaj^j7y v;ith the situation in 

r.arljados, and his wife van not at all pleased to stav on 
tlio island, and this goes )>acl; to the visit that '..’o made 
in May after the Hpring Joint Computer Conference. 

And ‘’.r. Crocl'.cr had siifjgostod t!iat •T. ^Iretten replace 
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2 

hin. 

M 

3 

Q So this neetinq only liad to do v/itli the replace¬ 

m 


ment of IlGv;itt by Gretten? 

[■ 

5 

A That v;as the original intent of my going, v’as 

M 

6 

to meet Mr. Gretten in the first instance, because I never 

H 


metWn before, and, secondly, assuming that I approved of 


8 

or agreed v;ith Mr. Gretten being appointed, the arrange¬ 

H 


ments then to be made for Mr.Gretten to move to Barbados. 

■ 

10 

Q V’ell, didn't the meetings and tlie discussions 

1 

11 

go beyond .Mr. Gretten? 

1 

12 

A Yes, they did. There v.’as dissatisfaction. 

• 

13 

'ir. Crocker felt — and he had reports from Mr. Ilcvritt 

1 

14 

that I had not seen and there had been telephone conver¬ 

1 

15 

sations betv;ecn Mr. Hev/itt and Mr. Crocker, v.’hich one can 

■ 

16 

understand, Ijccause Mr. Hev/itt had alv;ays worked for 'Ir. 

1 

17 

Crocker — and it v/as felt t!iat the Barbados operation 

1 

18 

v;as not turning around as v.’oll as v/o had hoped and lack 

m 

19 

of faitli in management. 

1 

20 

Q V?cll, in fact, starting from scratch it reduced 

1 

21 

the profit from $25,000 in flarcl^ to $10,000 in April, 


22 

with a turnaround s!io\'ing a profit in May of $G000-plus? 

1 

23 

Isn't that tlie fact? 

1 

24 

A I don't know if that is the fact. 


25 

Q You )-.nov.’ tl)at even v.’i th the infusion of 

1 
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2 

fresh capital it was going to take at least three nontlis 

3 

before the busine.ss liecane profitable, didn't you? 

4 

^ ^ don t thinlt I could say that I knew how lone 

5 

it v;ould tal'.e before that busine.ss became profitable. 

6 

Q Well, then, if you didn't know that — 

7 

THE COURT: He can't sav that he knew that. 

3 8 

Q Tn any event, depending upon \;l\at ".r. .Sinsheiner 

9 

said, your nenorandun of .May 25 contemplated that a take¬ 

10 

over team would go to Earbador; some time early in June? 

11 

Is that not the fact? 

12 

A Yes, I mean as to \.’hcthcr Mr. Kovar stayed there 

13 

or not, Mr. Oretten v.'ould go early in June. 

14 

THE COURT: I arn not quite clear, Mr. Clarke, 

15 

about this. This memorandum. Exhibit 20, refers to the 

16 

action tal.en at the Tov.'cester and .Etrovger Iiouse meetings. 

17 

l.ho asked you to do all this? U'ho a.sl.cd vou to go there 

18 

and meet \;it}i these fellov;s and come Ijac); v.'itli these recom¬ 

19 

mendations tliat are contained in this r'.emorandum? Do you 

20 

rememljcr? 

21 

Till'. V.IT.JE.ES: I don't I>oliovo I v.’as given any 

22 

instructions, and proj.ably v.'lien I left for England it v.’as 

23 

not tliougiit tliat that v.’ould all arise after the nectinft.s 

24 

in England. As I .sav, I \’ent to moot ".r. Orotten; I diiln'L 

2.5 

J;nov tliat I \.-ould bo meotine with Mou.st i.’hen I i.’ont to 
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England. I knev/ I v;as going to Towcester. 


THE COURT: I get the general iirpression from 
this memorandum that you v;roto that the thing v;as t’lrre 
v;ould bo a takeover in Barbados and the takeover v.’ould bo 
the tal.eover from Allan Kovar and it v/ould l^o as early in 
Juno as possible, depending on arrangements. Whose notion 
\.'as that tl'.at that v.’as necessary? VJas tliat yours? Or 
v;ere you acting on instructions from somcl^ody else? 

THE WITIJEHS: Mr. Doust was directly involved, 
and so was Mr.Crocker and myself. 

THE COURT: You throe in talking about it roac’ied 

this? 


THE V7ITHEE5: Wo felt this was the ))ost con¬ 
clusion to arrive at. 


THE COURT; Nlion you made that decision, Mr. 
Clarl'.c, did you have the contract before you? 

THE vnTTIES.S: I don't think so. 

THE COURT: 7.nd you are not a la’yycr? 

THE WITMEEH: llo. 

THE COURT: bike most of those other people v.'ho 
have been around liere? 

THE VJITHEnn; Exactly. 

THE COURT: Is Mr. Crocltor a laxr'er? 

THi: WITIJEr'C; Mo. 
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1 

THE COURT: Is !lr. Doust a lav;YGr? 


■ ^ 

THE UITTIESr.: I3o . 



THE COURT: Well, that is interesting. You 


1 

are business people? Is that riglit? 


■ ^ 

THE WITNESS: That is true. 


7 

THE COURT: You three lousiness people sat around 


1 

and v;or}'.ed this thing up? You thought as business people 


■ ^ 

this is v.'hat you wanted to do? 


10 

THE WITNESS: Yes, and the people x/e wore sending, 


1 

Mr. Sv/eenoy and Mr. Lev/is. Mr. Svrooney v/as the financial 


■ 

nan for tlie rnenory, so ho had a good idea of the Portugese 


13 

and Maltese operations, and Mr. Lo\;is v;or):od for 'ir. Doust; 


1 

he was in charge of the nanufacturo of the v;hole group. 


1 

and it was felt lie could be helpful in inproving or changing 


16 

v’hat Mr. Lutz had suggested as to the revised plan, the lay¬ 


1 17 

out to best cpitonize the best production out of the 


1 

Harbados facility. 


19 

Q I sliow you v;hat has been identified as Plaintiff'r 


1 20 

Exhibit 21, \/hich purports to bo a nenorandun fron vou 


1 

under date of June 1, 1970, and ask you if vou can identify 


22 

that as having been prepared by v'ou? 


1 23 

A Correct. 


1 

’’.R. .McCO:;\'ELL: I offer Plaintiff's Exhibit 21 


25 

in evidence. 
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THE COURT: VJould you shov; Mr. ’lalonoy a copy 

of it? 

MR. MALONEY: V'/c liave no objection. 

4 

(Plaintiff' r. Exhibit 21 received in 

evidence.) 

O You state: "Rg Mr.Ev.’oenoy and !lr. Lev;is 

visit to Barbados: 

"Reference my mcnorandun May 25 concerning action 

arising out of the Meetings )ield May 20 and M^y 22 
and in particular Iten 5." 

Now, stopping there, the May 25 menorandum \;as 

this earlier report. Plaintiff's Exhibit 20, thcat v.’c just 
have been referring to? Is tliat right? 

A Yes. 

Q Continuing: "I have reviev^ed this natter in 

detail with VJarren Sinsheiner and Milton Albert and it lias 
been agreed tliat as wo originally planned rv;eoney and 
Lev.’is are to visit Barbados with Erank Parr and b. Cretton 
at the tine of the takeover. All that nov’ has to bo agreed 
is the actual date that tliis exorcise takcfj place, and I 
v;ill bo in touch v;ith you in this regard as soon as tlio 
nccossarv arrangenents have been finalized." 

Did you so report to Mr. Croclter? 

A I d i d. 

0 And did you as reported in your ncnorar.diin 
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review the details v;ith Mr. Sinsheiner of your conver¬ 
sations in England on .May 20 and May 22 v;hich are reported 
in your ’’ay 25 nonorandum? 

A M.r. Sinsheiner had a copv of the report. You 
see, tliat paragrapli 5 that younake reference to says at 
the very last line the visit of Sv.’eeney and Lev/is has to 
be approved by V?.J. finsheiner. Mo one had authoritv to 
ask anyone to visit that Barbados plant vrithout the 
autliorization of Mr. Sinsheiner. It fell in his geographic 
area that he controlled, and my nenorandun of tlic 1st of 
Juno confirmed tl\at he had agreed that the tv;o gentlenon, 
Sweeney and I.cwis, could visit the Barbados plant. 

Q Mov;, going back to Mr. Gretten, did you advise 
’!r. iCovar that 

THE COURT: Arc v/o back on tliis trip to Barbados 
nov;? Or is this sone otlier tine? 

J^R. r'cCOM!H:bL: At any tine. 

Q Did you advise prior to the takeover ‘Ir. Kovar 
that it v»as contonplatod that Mr. Gretten v.’ould replace 
llcv;itt? 

A I k-elievc so. 

0 \rncn? 

A I )>clicve this tool; place on tliat ’’.ly visit. 

This is tlie first indication tliat T had from I!ov;itt t lat 
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he was unhappy in staying in Barbados and v/ishod to return 
to Portugal, and then v.’c discussed, v7cll,v;ho v/ould replace 
bev/itt. I an convinced that Mr. r.retten's nano was 

mentioned, so ’Ir. Kovar would bo in on that discussion. 

Q I show you v.'hat lias been identified as Plaintiff' 
rxhil)it 77, v/hich purports to be a letter Py you under 
date of Juno A to 'Ir. Peter Hewitt. 

Did V.JU send that on or about tliat date to 

Ilei'itt? 

A Yes. 

MP.. I'cCOIIHPIJj: I offer it in evidence, your 

Honor. 

MH. nALOIIllY: No objection. 

(Plaintiff's Nxhibit 77 received in 
evidence.) 

0 You state: 

"Dear Peter: 

"I understand from Patrick Tito that you tole- 
plioned him this norning and indicated that it 
night lie advisable for him to make a visit to 
Barbados." 

Nlio in Tito? 

A He is the purcliasing agent v7or):ing in Farning- 

dalf:. 
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Q Tito v;as an onployoo of Plcnsoy Electronics? 

Is that correct? 

> 

A Yes. 

Q Hired Yiy you? 

A Yes. 

Q And lie had replaced Intersil insofar as the 

purchasing function of rav naterinls? 

A Yes, but in betv.'een Intersil and Tito, Plcssey 
Airborne Corporation had been handling the purchasing fron 
a !lew Jersey location. 

Q You go on to state: 

"In viev; of the plans v/hicli Hornan Crocher and 
I have for tlie future handling of the Earbodos 
situation, I cannot see any useful purpose being 
served in Tito visiting ir>L, Ltd. at this tine." 

V/hat were theplans \/hich you and ’Jornan CrocJ'cr 
liad for the future liandling of the Ear)>ados situation 
referred to in your letter? 

THE COITIT: \7ait a minute. I an a little con¬ 
fused as to thenuestion. You v.’ant to know v/hat the plans 
v.'ere v/liich Croclier and he had at the tine of thin letter? 
Is that the question? 

;ip. '’cCO!i:ji:LL: Yes. 

Tlir COHET: You can ansv'er that. 

1215 


SOUTHCnN DISTRICT COURT PrPORTl'HS. U.S. COURTMOUSt 
f OLCY SOUAHT Nt.W YOHK. N.V. CO 7-4StlO 









nip Clarko-diroct 1101 


■ 

What plans did vou and Crockor have? 


3 

1 

THE WITNESE: We v;ero trying to got the pur¬ 


■ 4 

chasing better organized than it had been in the past, 


■ 

and that was hence the hiring of Tito. But Tito had onl'^ 


6 

1 

joined us, actually carae aboard on June 8. On June 4th 


■ 

ho probably v’as in the plant, J^ut it v/as the day ho started. 

1 

1 

or just one or tv;o days prior to that, andv^e felt that Tito 


9 

1 

could be far Jjetter enjiloyed in taking over and progressing 


■ 10 

the delivery of eguipmont dovm to Barbados than going to 


1 

barl)ados then. He did go later, I think it was about 


12 

1 

Soptorabor or October Tito made a visit to Barbados. 


* 5 13 

Q What v;cre the plans? 


1 

A I can't recall any specific plans on it. It 


15 

v;as just to got the purcliasing better organized. 


■ 16 

Q What were the plans, takeover plans that you 


1 

and Crocker liad been discussing back on May 20 and 22? 


18 

A I can't recall that. 


* 19 

THE COURT: You can't recall now v/hat nlans vou 


1 20 

and Crocker had for tlie future handling of the Barbados 


21 

situation? 


* 22 

THE WITHEFS: Wliat VMS intimated. 

■ 

1 23 

THE COIHIT: You don't recall? 

■ 

2-1 

THE \7T'nJEEH: llo . 

1 

■ 25 

C) iJoes that letter sliow a copy fjoing to Mr. Eovar? 

1 

1 
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1 

A llo. It shows a copy to Mr. Crocl'cr, Hr. Lutz, 


3 

and Mr. Tito. 


■ 4 

0 Why didn't you send a copy to M,r. ICovar? 


1 

A I don't recall. 


6 

Q Mould it bo because you had already )>ecn advised 


* 7 

tliat Kovar v/ar. going to be renoved? 


1 ^ 

A Well, that v.*as a decision that I didn't make. 


9 

and I am not too sure on tlio date Mr. Sinslieiner arrived 


■ 10 

! 

at that decision. 


1 

Q T shov; you v.’hat has been rnarJ:ed Plaintiff's 


12 

Lxhibit 112, v;hich purports to be a memorandum from you 


■ 13 

to M.r. Sinsliciner under date of Juno 4 , 1970, and ask you 


1 

if you prepared tliat document? 


15 

A Yes. 


" 16 

M’l. McCO!;!:i;LL: I offer it in evidence. 


1 

'IR. W.T.OMI'Y: !Io ol^joction. 


18 

Till: COURT: It \/ill be received. 


XX 19 

(Plaintiff's lixhibit 112 received in 


1 20 

evidence.) 


■ 

0 no\.’, the date of tl'.is memorandum is Juno 4? 


■ 22 

Is that correct? 


1 23 

A Yes. 


■ 

U You state: 


25 

"Allan I'ovar teleplinned no today advising no 
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that he had arrived in IIcw York and had meetings 
set up with the Barbados Consul r.cneral Branford 
Taitt for this afternoon, and a meeting v;ith the 
Customs Counsellor for Friday, Juno 5th." 

And tJion skipping: 

"Allan ICovar intends to visit CJiicago over 
the v.’cel'.ond to attend his daughter's graduation, 
and next v;ook he will }>o visiting Magnavox, Fort 
Uayne, Indiana, in connection witli the ardor which 
International Scientific, Ltd. has tal;en from 
I lagna vox. 

"ICovar asked me v;lietlior or not any decision 
had )jecn reacJied v.’it.h regard to the conversation 
which he, Crocker and I had when Crocl:or and 1 v;orc 
last in Barbados v;hcn v;c indicated that v/o v;erc not 
in agreement with the v/ay Kovar v.’as running ISL. 

"I mentioned to Kovar that Crocl;or had reported 
to you directly on liis return to the U.K. and t!int 
1 had discussed this natter v.'ith you also v/hen you 
returned to TIev; Yorl:. And the position v;as nov; 
tliat you would in all pro})ability bo reviewing this 
v;liolo situation v-’itli him, but that at t!io jiresent time 
T was unalilo to nal:e an'' comment as to vrlint the 
company poi ic',’ would I'o." 
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You so reported? 

A Yes. 

Q In that phone conversation v;ith Kovar on June 

4th did you tell hin anytliing about the discussions wliicli 
had taken place in hngland on flay 20 and ’lav 22? 

A I don't thin); so. 


0 Did vou tell hin anything of the content of your 
menorandtin of "ay 25, Plaintiff's E::hibit 20? 

A I don't recall. 

C) Continuing: 

^"llc informed me" -- this would be Kovar — 

"that the total ’lay sales v/ere approximately $14 4,000 
and that he hoped to liave available by "onday of 
next week tlie profit for the month of ’lay. I v/ould 
suggest that should tliese figures J^e available that 
you decide the course of action you intend to take 
witli Allan Kovar and that this natter bo resolved 
with yoursei f and lie liefore Kovar returns to Darliados. 
On this basis it v.’ould then bepossible for me to 
arrange for T.'ornan Crocker to make available his 
team from Portugal and Tov.’cester, and for me to 
arrange that Prank Parr arrives at Barbados on the 
same date as Cretten, Si.'ceenev and I,e\.-is, this 
proferal)]” to bo the date follo’.:i ng t.e dismissal 
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Clarke-diroct 

of Allan Kovar."'y 

/ 

Does this refresh your recollection that as of 
June 4 you knew that Kovar was going to lie disnissed? 

A T didn't knov; he war, going to bo disnissed. 

Only one person could decide \7liothcr Mr. Kovar v.’ould Ijo 
disnissed, and that v'as ”r. Sinsheirner, and I think that 
neinorandun speaJis for itself. That decision had not been 
reached at tliat tiire. 

Q I shov; you Plaintiff's Exhibit 113, v'hich purport: 
to bo a copv of a nornorandum from you to Mr. Croclier under 
date of June 9, and ask you if you prepared that and if 
you sent it to Mr. Croc];or on or about that date? 

A Yes. 

MR. McConnell :• I offer it in evidence. 

MR. MALONEY: May I see it, Mr. McConnell. 

I don't seen to have a copv of that one. 

THE COURT: VJhile you are looliing at that, \fc 
v:ill tal'.c our morning recess. 

(Recess.) 
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1 

eoh 1 Clarke-direct 


■ T4 2 

(In open court without the presence of the jury.) 


■ 3 

MR. MALOIIEY: 1 have another scheduling problon. 


4 

your Honor, Apparently, Mr. McConnell has one additional 


■ 5 

witness and he doesn't want to divulge who it is. It creates 


1 ^ 

a problem for me in knov;ing v/hat papers to have down here 


7 

this afternoon and how#long he will take and so on. 


1 8 

I think it is also inconsistent with the progress 


1 ^ 

we have been trying to make. 


10 

MR. MeCONlTELL; There is no secret. You have 


" 11 

to have a little fun trying a lawsuit and I was teasing 


1 

Mr, Maloney, He wanted to know who my mystery last v/i.tness 


13 

would bo. There is no last witness. I am perfectly willing 


• 14 

to tell him that. 


B 15 

THE COURT: All right, so there isn't any. 


16 

MR. MALOITEY: Mr. Clarke v;ill be the v/indup? 


■ 17 

MR. McCOITlIELL: I will recall Mr. Kovar to give 


1 

his opinion. 


19 

THE COURT: Now you know. All right, bring in the 


* 20 




jury. 


1 21 

(Jury present.) 


22 

RY MR. McCOlTlIELL: 


'■ 23 

Q I believe when vre broke off, Mr. Clarke, I had 


1 ^ 

shown you Plaintiff's Exhibit 113. Did you identify t!iat 


25 

n 

as your memorandtun prepared on June f)th? 
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A Yes. 

THE COURT: You offered it, I think. 

MR. McCCWIIELL: Yes. 

MR. MALONEY: No objection, your Honor. 

THE COURT: It will be received. 

(Plaintiff's Exhibit 113 received in evidence.) 

Q That was sent to Mr. Crocker? 

A Yes. 

Q And a copy to Mr. Sinsheimer? 

A Yes. 

Q You state: "To bring you up to date on the ISL 
situation, it has fallen to my lot to dismiss Allan Kovar 
and I am endeavoring, at the present time, to set up a 
meeting with Kovar on Thursday next, Juno 11th. 

"Assuming that at this meeting there are no 
hitches and everything goes as you and I had originally 
planned, then all that will remain for Allan Kovar to 
carry out so far as ISL is concerned, is to collect from the 
Sea Well facility any of his personal possessions." 

You so state? 

A Correct. 

Q What wore the "hitches" that you v;ere referring to, 
possible hitches? 

A I don't know, it was just a case if anything 
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II 

happened and for some reason Allan Kovar may not leave 

the company. i can't think of anything else that I may have 
had in mind, 

Q It was certainly — 

TIIE COURT: It was another way of saying if every¬ 
thing goes according to Hoyle, is that right? 

THE WITNESS: Yes. 

Q But it was certainly contemplated at this time, 

June 9th, that Kovar was going to bo dismissed? 

A Yes, I believe that v;as the day that I was advised 

by Mr, Sinsheimer that that was the action he intended to 
take, 

Q Continuing you state: 

"The suggestion at the present time is for 
a separation payment of six months' salary with the provision 
that Kovar can continue to live in the Villa Encantada for 
six months. 

The next intermediate step is to arrange that 
Messrs, Gretton, Sweeney, Lov;is and Parr arrive in Barbados 
over this v;nekend and preferably on Friday, 

V7arren feels that Milton Albert should also be 
there for the first few days of our taking complete control, 
and Milton can then keep Kovar in order should it transpire 
that on hir: return to rarbndos any problem develop." 
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What were the problems that you were— 

A I don't know, 

Q — contemplating? 

A I don't think I contemplated any particular problem 

Q Was it contemplated that Parr and Sweeney were 
going to go to Barbados as part of the takeover team? 

A Yes. 

Q And when they got down there, they were to work 
out a pricing formula; is that right? 

A I don't know specifically that they wore to v/ork 
out a pricing formula, but Parr would certainly be involved 
with Sweeney and the people in Barbados on pricing. I 
don't think that was the reason for Sweeney to be there. 

Q Vlho was Sweeney? 

A Ho was the controller for Towcester, 

Q You state: "We will have to chock with the group 
as they progress, and I assume that you will put Sweeney 
in charge so that ho can keep both you and I advised of 
progress over the two-week period v.'hich v;e felt v.'Ould bo 
necessary for Gretton to bo broiight up to date by Hewitt. 

Also that time should enable Sv;oenoy, Lewis and Parr to 
carry out their respective assignments and for Sv»eoney and 
Parr to be able to set up a pricing procedure to cover 
all future quotations and orders.” 
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What was the pricing procedure? 

A You see, Sweeney had already become very deeply 
involved in the Portuguese and the Malta operation and v;hat 
wo wore attempting and hoping to achieve v/ith Sv/ecnoy was 
to look into the whole financing, the financial structuring 
in Barbados to see \;hether or not we could come up with 
a good sound basis for quoting competitive prices and still 
make profits, 

Q wasn't the suggestion that you would set up a 
pricing formula for Barbados similar to the typo of pricing 
farmula that you had in your Malta and Lisbon operations? 

A I was not conversant not even today v;ith the 
pricing procedures in the Portuguese and Malta operation. 

Q I show you what has been identified as Plaintiff 
Exhibit 78 and ask if you can state v/hat that is, 

A This is a telex that I sent to Norman Crocker 
on June 11, 1970. 

MR. McCOiTNELL: I offer it in evidence, 

MR, MALCIIEY: No objection, your Honor. 

THE COURT: Received. 

(Plaintiff’s Exhibit 78 received in evidence.) 

MR, McCOIRTELL: I ask to read it to the jury, your 

Honor, 

THE CCJRT: /Ml right. 
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(Mr. McConnell read from Plaintiff’s Exhibit 78 
to the jury.) 

Q Did Sweeney aid Grctton and Lewis and Parr in fact 
all go to Barbados on or about, say, June 12th? 

A I believe Dave Gretton wont a little later, about 
June 15th, I think the others went June 12th, 

Q It wan also contemplated that after this takeover 
team had been dovm there for a period of time that you and 
Crocker would come down to review their findings, isn't that 
right? 

A Yes. 

Q And did you and Mr, Crocker go to Barbados later 
in June? 

A Yes. 

Q Can you fix the date? 

A About Juno 22nd, 

Q I show you Plaintiffs Exhibit 40 and ask you if 
you can state v/hat that is. 

A It in a report issued by Mr. Sweeney, dated the 
6th of July, 1970, on the visit to International Scientific 
(1970) I.imited, Barbados, June, 1970. 

MR. McCCirjILL: I offer Plaintiff’s Exhibit 40 in 
evidence, your Honor. 

MR. MALCITI'Y: V.o objection, your Honor. 
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THE COURT: Ztwill be received, 

(Plaintiff's Exhibit 40 received in evidence.) 

Q Referring to page 6 of that report, which is headed 
"Price buildup procedure", does that refresh your recollectior 
that Hr, Parr and Mr, Sv.’eeney did, in fact, work up a pricing 
formula when they were dov;n there? 

A Apparently so from this page. 

MR. MALONEY: That is page 6? 

THE V7IT1IESS: Page b. 

You must also realize that all the other informa¬ 
tion was extracted by Sweeney, too. It wasn't just specifical] 
price buildup. It was budget and order book situations. 

This was only one item of many that he was responsible for. 

MR. McConnell; I understand, 

Q Now, Mr, Sv;ceney states: 

"Almost every estimate shov;ed that the weaving 
time allowed was some 50 per cent of that contained in 
similar estimates for Lisbon," 

Do you recall Mr. Sweeney reporting that to you 
when you ccime do’.-m later in June? 

A I can't say I recall it, no. 

0 Do you recall Mr. Sweeney ever saying to you 
that ho couldn't believe the standard timt?s or standard 

hours or the estimated tim^s ol 
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THE COURT; I don't know as the jury and I understand 
what all that means, 

THE WITNESS: I don't either. 

THE COURT; What do you understand it to mean, 
what is weaving time as used here? 

THE WITl'JFSS; This is the weaving of the cores, the 
wires being laced through the cores. 

THE COURT; And how long it takes an employee to 
weave a core, is that what that means? 

THE \7ITNESS; Probably. 

THE COURT; 1 am asking. 

THE WITITESS; Yes, I am not an engineering expert 
on weaving of cores, 

Q Did you later learn, Mr. Clarke, that, in fact, 
it took the workers at Barbados less time to weave a plane 
than it took the workers at either your Lisbon or Malta 
plants? 

A I don't know that I specifically learned that. 

I know that our efficiencies seemed to be far less in 
Barbados than in the Portuguese or Maltose plant. 

Q Are you sure of that? 

A To the best of my memory I believe that is what 
was reported. 

Q Did you ever nee Mr. Cuthbertnon's report of that? 
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A Cuthbertson? 

Q Yes, do you know v;ho he was? 

A I never met Mr, Cuthbertson, but I believe he worke( 

for MrJDalzidL in England in cost accounting, I am not too 
sure, 

Q Didn't he come down to check out the standard time? 

A Ho was sent from England to Barbados, 

Q Did you ever see his report? 

A I may have, but I don't know. It wasn't carried 
out specifically for me. It was carried 'Out on behalf of 
Plessey England, it was very late in the year, 

MR. MALCOTIY: Your Honor, excuse me. Perhaps wo 
ought to Mr, Cuthbertson's report for identification since 
it has been referred to, 

THE COURT: Has anybody got it? 

THE WITNESS. From memory, I don't think Mr, 
Cuthbertson was there until towards the end of November. 

MR. McCCtJNEIjL :The witness has said he doesrtt recall 
seeing it and doesn't recall it. 

THE COURT: All he wants is if you have a copy 
of it, ho wants you to mark it for identification, 

MR, McCO'TNELL: I don't have it in front of me. 

THE COURT: Well, if you have it. Have you pre¬ 
marked it? 
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Is 

MR, McCOMNELL: No, 


11 

THE COURT: If you have a copy of it, mark it; 


1 

not now, but do it later. 


Is 

MR, McConnell; I have it zimong a stack of other 


■I 

documents, i just wanted to know whether or not he was 


1 

familiar with it. 



THE COURT: All the jury and I want is that this 


Is 

report be marked. 


1 

THE WITiTESS: I can't recall the report. 


ll 

Q Do you recall when you and Clarke came down later 


ll 

in June having some discussion about the product range for 


1 

the ISL facility? 


ll 

THE COURT: What docs that moan? \7hat do you under¬ 


ll 

stand "product range" to moan? 


ll 

THE V^ITITESS: The types of memory stacks. 


ll 

THE COURT: The range of products to be manufactured 


ll 

in Barbados? 


11 

THE WITNESS: Yes, 


ll 

THE COURT: All right. 


ll 

Q Did you have any discussions with Mr. Crocker 


22 

■ 

about discontinuing certain of the type of work that ISL 


1 23 

was doing in Barbados? 


• 24 



1 

A The wiring frames. That v?as much earlier than this 


25 

1 

v'isit, though. Thin goes bad; to v.’hen wo visited after the 


1 
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2 

spring joint computer conference when Peter Hewitt was 


3 

complaining about the wiring of the looms. That business 


4 

that in his opinion was very labor intensive. There were 


5 

a number of different types of looms that had to be wired 


6 

and they were short runs. They were not long produc/ion runs 

and in his opinion he couldn't see how it could possibly be 


7 


8 

profitable and we were having an awful lot of rejects at that 


9 

time, too, on that equipment. 


10 

Q When you say wiring of looms, arc you referring 


11 

to cable harness assembly? 


12 

A Yes, the same thing. 


13 

Q Whether or not you had discussed this subject 


14 

earlier, did you discuss it with Mr. Crocker v;hen you come 


15 

down later in June? 


16 

A Probably, 


17 

Q Was it agreed at that time that you would discontin\ 

S' 

18 

the cable harness work then being done by ISL? 


19 

A We didn’t wish to take any nov7 orders. We v7ould 


b3 20 

honor the orders that we already had in the house. 


21 

Q A decision v.'as made, was it not, to advise the 


22 

sales representatives and Tucker that they wore not to take 

v' 

23 

24 

25 

any further orders for cable harness work? 

A I believe so. I can't remember the dates, but they 

wo\ild be advised around that time. 
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Q And they were also told not to take any orders for 
electronic subassembly work? 

A I don't know what this electronic subassembly work 

was, I can remember the cable harness and also the memory 
stacks, but the electronic subassembly I can't, 

Q Let's get at it this way. Did you and Crocker reach 
a decision to advise the sales reps that the only business 
that they were to take was core planes and core stacks? 

A Yes, 

Q Now, when you made that decision, did you have befoir 
you the contract with ISL? 

A No. 

Q Vlas there any discussion betv;een you and Crocker 
as to whether or j;ot you could do that, that is, discontinue 
cable harness work under the contract? 

A Vie would not have discontinued anything unless 
we cleared it. Vie were not involved in the legal aspects of 
that business, but I am sure it would have been discussed 
with either Mr. Sinsheimer or Mr. jev/ett before we decided 
to discontinue anything. Vie vrould not have arbitrarily 
decided that, 

THE COURT: You v/cre only interested in wheth^-r or 
not you thought the plant could operate profita}^ly in a 
particular line? 
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THE WITITESS: Exactly, V7e were trying to realign this 
plant floor to make it a more productive unit and quite a 
large area was taken up with these frames and the Peter 
Hewitt floor plan could not be put in while the cable forms 
were still in that location. Also the fact that Peter Hewitt 
felt that this was not a profitable side of the business and 
wo wished to organize a very efficient and a very profitable 
memory stack operation, 

Q The Peter Hev/itt floor plan called for a layout, 
if not identical, very similar to what you had at Lisbon, 
is that right? 

A Portugal, This v;as his facility and he knew he 
could operate very well under those circumstances, 

Q It also called for having independent tables or 
work stations, isn't that right? 

A Yes, very different from the ones that lEL had, 

Q ISL had benches? 

A Yes, a very sloppy arrangement. The girls sat 
opposite one another and they spoke with one another and 
it was not productive. They chatted during the daytime instenci 
of operating as a manufacturing unit, 

Q When you said no decision was made to discontinue, 
v/hat you m.oant to say was that as to those orders in the shop 
you v/ero going to complete them? 
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A Orders in house we would complete. 

Q But your instructions to your sales reps were that 
they were not to take any more of this kind of business, is 
that it? 

A Correct. The only thing I am unsure about ere the 
dates as to that instruction. 

Q I think it has been stipulated that it was some 
time in July, okay. 

So, when you made that decision, did you have in 
mind this provision of the contract, neimely, under paragraph— 
THE COURT: He didn't. Let's not get into that. 

He said he left that up to the lav/yers. Ho didn't know 
anything about the contract, 

Q Nov/, did Hev/itt say that the cable harness business 
was unprofitable or did he ay that core plane and stack 
business was potentially m.ore profitable because ot the hither 
profit margins on those items? 

A I understood that the frames, the cable harness 
were not profitable, 

Q Did you over see any financial data showing that? 

A I didn't personally. 

Q You do know that it is a much simpler operation 
to make cable harness than it is to string these pianos 
and stacks? 

1234 
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A Indeed. There was one other point that perhaps 
should be brought out here, too. That one of the first meet¬ 
ings thatwe had with the Industrial Devolopmortt Corporation, 
and that v/as going back to the February meetings, it was 
quite clearly spelled out to us by the government in Barbados 
that they had no desire for a company besides Plessey to take 
over this operation and merely exploit low cost labor and 
really this all that cable harness is. You are selling labor 
You are not selling any great expertise or skill. This become 
extremely cutthroat in quoting for orders when you are only 
selling the low cost labor content. 

Q You think that v.’as exploitation? 

A I know that the government viev;ed it os exploitatio 

Q Did anybody at the time you made this decision not 

to take any more cable harness business consider the possi¬ 
bility that the plant mighi; bo loss than full capacity on 
core plane and core stack work? 

A No, that was not anticipated. 

Q Following the takeover, do you recall that there 
was a period of about six weeks when Plessey could not ship 
any rav; materials to the Barbados facility because your new 
customs broker, Barnett Frooslato, did not have the necessary 
licenses? 

A There v.’ere delays. I v;ouldn't say they v;ero for 
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2 

six weeks, I eun not too sure how many weeks, but I would 

3 

think it would be more like three or four weeks. 

■ 

THE COURT: But you do remember there were delays 

5 

because of licensing? 

6 

THE WITNESS: There were delays; yes, sir. When 

7 

we first took over Barnett Freeslate took over from the 

8 

previous freight brokers and it was understood that the 

9 

licenses could be freely transferred, but we found v;hen it 

10 

Ccime to a transfer that some of the licenses had already 

11 

lapsed. Others there were problems with the customs and 

12 

I believe some of them were transferred, but very few. Wo 

13 

then had to make applications for new licenses, which took 

14 

a little time in being processed. 

15 

Q Again on the cable harness, at the time you reached 

16 

ihis decision, did either you or Crocker talk to Mr, Tucker 

17 

or Mr. Huntoon or any of these sales reps as to the business 

18 

potential for this type of business? 

19 

A The business potential for the harness? 

20 

Q Yes. 

21 

A Mr. Parr may have spoken v/ith them. I don't recall 

22 

speaking with them. I don't know whether Mr. Crocker spoke 

23 

with them. 

24 

Q When was the trrnsfer f'-cn the two customs brokor.n. 

2.5 

from Freight BiTolicrs Tnt'^rnational to Barnett Freclsaie? 
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2 

A Some time in June, 

3 

Q Did this problem with the licenses occurrbout 

4 

that time? 

5 

A Yes. 

6 

Q I show you what has been marked plaintiff's 

7 

Exhibit 33 and ask you if you can identify that. 

8 

A Yes, it is a report issued by Dave Gretton, dated 

9 

August 5th, 

10 

THE COURT: How can you tell it is Mr. Gretton's 

11 

report? 

12 

THE V7ITHESS: I taw the last page there. 

13 

THE COURT: The squibbling there, you know that 

14 

to be Gretton? 

15 

THE WITNESS: Yes, sir. 

16 

MR. McConnell: I offer 33 in evidence, your Honor. 

17 

MR. I4ALaTEY: No objection. 

18 

THE COURT: It will be received. 

19 

(Plaintiff's ExhiHt 33 received in evidence.) 

20 

Q Mr, Gretton reports to you: 

21 

"The production of cable forms was beginning to 

22 

‘progress smoothly until the shii:)ments of raw materials ceased. 

23 

Then, skipping dov.’n — 

2>1 

THE CCTJRT; What page are you rending from? 

25 

MR, McCONirr.LL: Page 2, your Honor. 
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THE COURT: All right. 

MR. MALCCIEY: Could I have that portion that 
Mr. McConnell read again because I hadn’t found it by the 
time he read it? 

THE COURT: It is in the middle of page 2. Do you 
want to read it again. 

Q The production of cable forms was >i)cginning 
to progress smoothly until, the shipments of raw materials 
ceased," 

Then, skipping dovm: 

"IRM. All IBM production stopped because materials 
were held up in New York. As a result of the holdup of 
materials (no shipment into Barbados for four vreeks) we 
have had to move labor around as we ran out of materials 
on various projects. This movement of labor has resulted 
in labor inefficiencies," 

Does that refresh your recollection that the v.’hole 
of July, the month of July you were shut dov/n of raw 
materials? 

THE COURT: I don't know v/hat you mean by "shut 

down of raw materials". Arc you saying the plant was shut 
down? 

^iR. M'''CCf'JlIELIj; No, I didn't moan to suggest that, 

THE COURT: That is right, I didn't think you did. 
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This indicates they were having difficulty getting raw 
materials during July. 


Q Does that refresh your recollection that the new 
customs broker was without licenses for the month of July 
and that, therefore 

TIIE COURT: Whoa, v?hoa. 

MR. I'ALCHnY: I object, your Honor. 

THE COURT: I think you are running a lot of 
conclusions there. i think you can ask the witness if he 

has any recollection as to the reason why shipments of raw 
materials had ceased. 

Do you remernber why? 

MR. MALOURY: Your Honor, v;e will stipulate that 
they caned because the licenses fell through and I believe 
Mr. Clarke has chocked all the documentation and has attempted 
fix the date at each end. 


THE COURT: Let him answer the question. 

Q Do you recall — 

THE COURT: Let him answer the question. 

A On the cables, wo speak hero of production of 
cables. A number of the items for the cable construction 
v.’ere actually supplied by our custenor and it doesn't 

necessarily follow that this was because of licensing that 
there v:orc dolay.s. 
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The same with IBM, IBM supplied the cores. That 
was again customer furnished material and I see there 
is a notation "IBM wore late" thct I put on the bottom of 
that report when I received it so that is not the case of 

I 

customs holding up anything. It is just that the customer 
itself was late in supplying customer furnished materials, 

I did have my shipping manager chock for today 
shipments going into Barbados and up to July 6th I have hero 
cin actual report issued by Barbados of goods in'**ards, 
dated July 6th, so certainly up until that date they wore 
receiving shipments into Barbados, 

The first shipment that we made out under the now 
broker was July 30th, so this is why I said it seemed to me 
to be a period .of about three weeks. 

All prior to July 6th there were continuous ship¬ 
ments going into Scientific Trading Corporation from all of 
our vendors and what the holdup was with Scientific and 
Freight Brokers International in forv;arding those goods on 
to Barbados I don't know, I am sure eventually they wore 
all shipped 6.o\m there because VTopaid for them all, but v.'hy 
there was a delay at that particular time I don't know. 

Q I show you v/hat has been identified as Plaintiff's 
Exhiiit 34 and ask you if yovi can identify that, 

A This is the report August 31, 1970, and it is 
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the four-week period ending August 28th, It is Gretton's 
report on the month of August, 

MR, McCONNELL: I offer Plaintiff's Exhibit 34, 

MR, MALONEY: No objection, your Honor, 

THE CCfURT: It v/ill be received, 

(Plaintiff's Exhibit 34 received in evidence.) 

Q Mr, Gretton states and I am reading from page 2: 
"Material to enable us to complete cable forms 
manufactured during the latter part of July and the beginning 
of August finally arrived in the plant on August 24th" and 
then under "General forecast, output August, Production fell 
well below original forecast because of acute shortage of 
mater j.als, " 

Now, does that refresh your recollection that 
you didn't actually get the licenses until some time mid- 
August? 

A No, it doesn't because I know wo shipped 04 cartons 
on July 30th so we obviously had to have a license at that 
time. 64 cartons was the largest shipment v;e ever made while 
I was responsible, the largest sirrjlo shipment. 

Q Do you recall that you continued to experience 
a shortage of rav; materials at the Rjirbndos plant for the 
months of September, October, November, December and even 
into January, 1971? 
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A Yes,there wore shortages. Could I just enlarge 
on that? I think that perhaps it would be helpful for 
everyone, 

Q All right. 

A The reat,on for shortages is that v*o had instituted 
in Barbados when we took over, and Peter Hewitt started this, 
a very strict inventory control. There had been very little, 
if any, inventory control. In fact, after the June takeover 
when we got involved in checking inventory, we found that 
there was a great deal of inventory on the records as having 
been there but just didn't exist. It was not in the bons 
whore it was purported to be. 

We found that by instituting a card system for 
each individual item we could have a minimum and maximum 
quantity, the idea being thatwhen the operator withdrew from 
stores dov/n to the minimum quantity, they should then reorder! 

Unfortunately, on a number of instances they with- 
dre\' down below the minimum quantity but never actioned 
the reorder proceed. Consequently, Pat Tito, who v;as the 
purchasing 2 gent, would receive a telex order asking for 
equipment immediately when probably the supplier of that 
equipment would have n 10 or 12 weeks lead time and this 
meant that we \fnzc forever in arrears. The systtin did not 

function b''*cau5o of the p^'oele th-rselves operating tlio 
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system who were not too reliable, 

Q One of those people was your man Tito who you hired; 

A Tito could only process the order when he rcceiv'od 

notification from Barbados to place an order. 

Q V7hat happened to Tito? 

A V7hen we moved up to Boston, at this time Tito left. 
Q lie was terminated, wasn't he? 

A He loft. He didn't wish to relocate. 

Q Did you offer him a job? 

THE COURT: Let's not get into that. 
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Q Well, nov;, one of the materials that you 
experienced a shortage of was printed circuit hoard type 
48-000-86, is that not the fact? 

A I ];nov7 there were shortages of printed circuit 
boards; I am not too conversant v/ith the i>art. 

Q That v/as not a customer-furnished item? 

A It miglit not bo. 

Q And that was used on tlie Howlott-Pac.hard jol>? 
Is that right? 

A I wouldn't l.now. 

TUr COURT: Ho doesn't know. 

Q I shov/ you v^hat has been nar)u?d as Plaintiff's 
Exhibits 35 tlirough — v;liat is tlie last number that you 
have there — 

THE WITIirr.S: 39. 

C? I a si: you if you can identify those for the 
record? 

A Yes, tliese are montlily reports issued l.>y Dave 
Gretton. 

Q 7\nd for v/hat months? 

^ Septenhor, Octo’jor, Hovomber, Decomljer, 1970, 

and January, 1971. 

’•R. ’^CCO’EIIILL: T offer 35 through 3^ in 

evidence. 
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MR. »ialo:ii;Y: No objection. 

THE COURT: Received. 

(Plaintiff's F.xliibits 35 through 30, 
inclusive, received in evidence.) 

Q Referring to page 2 of Plaintiff's Exhiliit 35, 
Mr. Grotton reports, does he not, "The nain reason V7e 
did not incot the forecast figure \.’as tlie delay in receiving 
28AWG gauge v/ire. Tliis v.’ire did not arrive in the 
factory until Geptenber 21 thougli it liad been promised 
on or around August IG. 93 per cent of our stacks use 
this particular v;irc." 

How, was tiiat a custoner-furnished material 
or \.’as tliat supplied by TSL? 

A I couldn't really tell you, I^ut if it was 03 
per cent, it was purchased, T v7ould thin):. 

Q Vihose responsibility \;a5 it to see that tliat 
v;iro got there on time. Mar, tliat Tito's? 

A Pat Tito \'as the purchasing agent. He would 
have to !;e given sufficient notice to order it for the 
manufacturing lead time to produce it. 

0 Going over to page 4 of tb.c report, under 
"Personnel," !*r. '".retton re 7 )ortr.: 

"5'vo expatriate nen.'xrs of our staff }jivc l^een 
given notice* durinu the month: 
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ll 

"nr. D. nichalski and *’.r. C. Launius. 


ll 

They v/ill leave the company on Novonljer 30, 1970." 



riov;, those v.’ere the two gentlemen that v;ero 


1 

in charge of this Iloneyv'cll cable assembly v/orli? Is that 


ll 

not the fact? 



A Yes. Tlie reason for that v.’as tliat Honeywell 


■ 8 

cancelled out the majority of the cable orders. I think 


1 

tliat v;as because the market v;as going soft. I think that 


10 

v;as the impression I had. They just didn't require more. 


* 11 

Q They did that after you had advised Honeywell 


1 

that you v;ere discontinuing that type v;ork at Barbados? 


13 

A It v.’ould have Ijoen after that date. 


■ 14 

Q You advised Honcy\-7cll that tliero would be a 


1 

$10,000 cancellation charge? 

' 

16 

A ■ Mr. Parr v.’as in touch v.’ith them, because v/o had 


■ 17 

already purchased ahead of deliveries sufficient material 


1 

to fulfill all of their orders, and v.’hen tliey cancelled the 


■ 

order out wo said tliere v.’ould be a cancellation charge tor 

i 

20 

the outlay of the money that we had made for the items to 


1 

produce their order. 


22 

Q A.nd that was .$10,000? 


" 23 

A It night have l.'ecn. I can't rectill from menorv. 


1 24 

Q doing to I’laintiff's Pxhibit 3G, which is "r. 


■ ^ 

Cretton's rej.'ort for the r'onth of October, thr? second pane. 


I 
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-Mr. Crctton reports: 

"Utter confusion reigned for several days v;hen 
Ifono'A/ell first cancelled and then on receipt of 
our cancellation charges decided it was clioaper 
to have the cable forms built." < 

Do you recall that that v/as the case, that 
after you gave IJoncyv/cll notice that you v/ere going to 
charge then this cancellation charge, thov said, "V/ell, 
go ahead and build tlie cable forms."? 

A I remenber !!r. Parr had a number of conver¬ 
sations and visits vitli lIoney'.;oll about this. Uoneyv.'ell 
had just been taken over by General Electric, and there 
v;as a complete change in philosophy at Honc'_,A-Tell. They 
did decide to allov; us to continue manufacture of tliem. 

Q Continuing: "October output - the shortage 
of printed circuit boards type 40-000-36 was 
responsible for the $20,000 short fall in out¬ 
put. This particular board is used on three 

projects and v;e must have 100 to 200 boards per 
v/eek in order to maintain production. For the past 
four mont^is wo have been promised delivery at this 
rate but t}io r'anufacturer lias never achieved it. 

A delivery scliedulc lias now lioen received showing 
delivery of 100 pieces i»or I’oel: to i’oston commencing 
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the first week in Ilovcmber. If the promises are 
met wo should see the stacking area achieve full 
production at the beginning of December, llewlett- 
Pacliard has boon the customer affected by the 
shortage of these l>oards. Me lost a minimum of 
13 stacks." 

Did nr. Grotton so report? 


A Yes. 

Q Going to Plaintiff's Exhibit 37, v/hich is Mr. 
Gretton' s report for the month of llovembor, on page 2, 
under "General Comments" he states: 

"IJovenbcr output - the forecast was not 
achieved due to the lad; of P.C. lioards and the 
late arrival of certain customer-furnished com¬ 
ponents . " 

Would those bo the same P.C. Ijoards 48-000-CG? 

A I couldn't toll from that. 

Q When did you start tie re-layout of the production 


floor in Barbados? Do you recall? 

A Hot too accurately. I v.’ould think it \/as 
proliably around July or August. 

Q And that was still going on in Ilovcmber, was it 


not? 


A 


It \.’asnDt completed until t'lc December clor:e— 
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■ 2 

dov;n, the Decenljer holiday. VJe usually trv to do this 


1 ^ 

over \;eekcnds v;hrm it v.'on' t affect the operation fron an 


4 

■ 

output viev;point. 


® 5 

0 l.'ell, regardless of v/hen it v/as done, you v/ere 


1 ^ 

in tlia process of taking out benches and putting in these 


7 

■ 

individual v/orl: stations over a period of several months? 


■ 8 

Is that not tlie fact? 


1 

A I believe so. I am not too sure on the date. 


10 

■ 

It did take a period of tine. 


■ 11 

() llov.', do you think that might have had some 


1 

effect on productivity during the period of changeover? 


13 

■ 

rin. riALOMnY: I object to the form of the 


• 14 

question. He can ask him v.’hether he knov:s v;hcther it 


1 

had some effect. 


16 

1 

TIIK COURT: I think I v/ill let him answer the 


• 17 

question. 


1 18 

Do you thinl: that affected production? 


19 

Tin: VJITNEnR: I think it is unlikely, sir. 


■ 20 

THE COURT: Your reasons for that is becaiise 


11 

M 

you did it on v/eekends and durin'^ the Christmas holidavs? 


22 

1 

THE VITTHEIRl: Yes. 


■ 23 

0 Referring to ”.r. Oretton's report for December, 


1 

I'laintiff’s j:::hi]>it 33, lie states, does he not: 


■ ^ 

"’’atorialr - once again in December v/e liave 


1 
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problems in shipping materials in from Mew York. 
Airlines would only carry foodrstuff and perishables 
because of the Xmas rush and it resulted in only 
one shipment of materials in three v;eeks." 

He so reports? 

A Yes. This v;as a problem in the lioliday 

season in Larbados. There vras so fev; suppliers in 
connection v^ith the visits of holiday-maJrers v/ho ’/anted 
to visit the island. The government ordered priority 
on foodstuffs and perishables. 

T}ir: COURT: You don' t Ixigrudge the tourists being 
fed in Barl/ados? V/e go dov;n to Barbados, and the jury 
and I v;ould like to be fed. 

THE V7ITIIEES: Mo, ljut this is exactlv v:hat 

happened. 

Q This is a problem that couid have been antici¬ 
pated? Isn't that so? 

A I think that is difficult — 

THE COURT: I don't see that ouostion. The 
Barbados Government decided that they v;cro goin<j only 
to tak.e in foodstuffs? 

THE ',;ITIIT:RS: '"iMt is right. 

0 Mow, ’./oulil vou refer to your Januarv report, 
Plaintiff's 39, the letter of '’.r. Gretton's. These 
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reports went both to you and Fir. Crocker, did they not? 


Yes. 


C He stater.: 


"The scttlinq-in period for the nov; production 
layout, new cost control procedure, and nev; material 
control procedure tool; just tliat much longer than 
we had anticipated. kvery effort \7as made to 
pick-up on tlic first v/cel;'s production but this 


proved impossible. 


20 Hagnavox planes were 


strung and shipped to Boston, the cost for these is 
not included in the outp\it figures." 

I'Jould that indicate that the production re¬ 
layout or the substitution of these individual work stations 
the Ijonclics, v.’as completed some time in January? 

A Yes, that v;ould so indicate. 

Q But all this that had been done, you still 
didn’t have the lighting fixtures? Is that right? 

A Correct. 


Q lie states; 


"VJith the exception of the light 


fittings wo were alile to complete the production 
floor re-layout as planned. On resumption of work 
\/o had 300 \.’ork stations in position v/ith adequate 
illui.iination. Bince that date a furtlier 150 'vork. 


stations have been set out 
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2 

proceeding *,.’itli altervitions and improvononts to 


3 

the core loading area, clean room area and sub- 


4 

assembly area. ^ 


5 

"I am at a complete loss to explain the 


6 

delay in obtaining sample light fittings. 



Despite promises from boston dating bad: to OctoJjcr, 


8 

1970, I have only received sample sockets, starter 



and tube." 

■ 

10 

Do you knovr v/hen, if ever, you got the light 

1 

11 

fittings? 

1 

12 

A Yes, I Ijclieve they eventually arrived. Tliis 

■ 

13 

50 cycle \,as not a standard light fitting and Tito had 

1 

14 

placed an order v;ith one supplier, and after v;eoks tlie 

1 

15 

supplier suddenly decided either he didn't make them or 

■ 

16 

tiiey just didn't v;ant to na):e them, because it v.»as such an 

1 

1 

17 

odd-ball item. V?o eventually were alile to purchase them. 

1 

18 

Q I hand you Plaintiff's Exliibits 4G and 47. 

t 

19 

Plaintiff's Exhibit 4C purports to bo a copy of a letter 

1 

20 

from .Vr. Cretton to r!r. Tito under date of September 29, 

1 

21 

1970. Does that show a copy going to you? 

■ 

22 

A Yes, sir. 

1 

23 

?lcCO‘JMrLL; I offer 4G in evidence. 

1 

24 

•’P. !'..M.o:iEV: Mo olijection. ^ 

1 

i5 
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1 XX 2 

(Plaintiff's Exhibit 4G received in 


■ ^ 

evidence.) 


4 

Q Mr. Gretton says: "The supply of materials 


1 

to Larljados appears to have deteriorated once aqain and 


■ ® 

I nov; find nvself in tlie sane sort of situation that I 


7 

v.’as in during July of this year. I have three product 


■ ^ 

lines dov.’n (ny output for the second v;eok in October 


■ 9 

v.’ill bo almost zero) and at the moment I liave no idea 


1 

10 

when T can expect my next shipment from Uev; York." 


1 

VJliat if anything did vou, Mr. Clarl'.e, do, to 


■ 

alleviate that situation? 


1 

13 

A At that time the Plessey memory products had 


1 

moved up to J'avnard, Massachusetts, and I spoke to Mr. 


■ 

Parr. 'ir. Parr was tlien located in Maynard. And I 


1 

16 

asked him v/hat he \;as doing about clearing them. And .''G 


1 

indicated to me that shipments v;oro going dov;n to Barbados 


■ 

on a bi-weelrly basis. And ciil'sequently I have details 


1 

19 

here of actual sliipment dates, so there were some shipments 


1 20 

going in, but it v.’as obvious from tiie report all tlie items 


■ 

v.’ore not included in those shipments. 


s 

22 

MM 

0 \Jell, v/ill you refer to Plaintiff's Txhibit 47, 


1 23 

v.'liicli purports to be a letter from T'.r. Gretton to vou under 

• 

n ^ 

date of Movenber 20, 1970. Did you receive the original 


■ 

2.') 

of that on or aljout tlie date it l>ears? 


1 
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1 

A I v/oulcl inagine so. 

■ 3 ^ 

ycCOMNTLL: I offer Plaintiff's Exhibit 47 

4 

in evidence. 

1 

nn. MALOIIEY: No objection. 

■ XX ® 

(Plaintiff's Exhibit 47 received in 

* 7 

evidence.) 

1 

Q Nov;, Hr. Gretton reports for Hov;lett-Pac}:ard: 

9 

"Each stack uses 8 P.C. boards type 48-000-86 

10 

and v;c have 54 stacks on order in arrears. Hev/lett- 

1 

Pac);ard have stated they v;ill not accept any further 

■ 12 

stacks after December 23. As of today's date I 

13 

have sufficient material to build 27 stacks. I have 

1 

promised delivery of 24 pianos by November 30. 

■ 

I v.’ill therefore be able to manufacture only 30 

B 

16 

stac):s by December 23." 

1 

And then skipping do\’n to tlio bottom on the 

B 18 

second page: 

s 

19 

"As can be seen, sliortago of P.C. boards is 

1 20 

our main j^roblem. Boston have been under pressure 

fl 

to expedite the supply of those boards l5Ut unfortunate 

22 

a 

ly they have not had too much success. The biggest 

1 23 

single item that is at fault in the supply of the 

1 ^ 

48-000-86 boarils. Ma have the proveii capability 

25 

• 

of proilucing 15 Er-vlett-Pacltarvl st:ic):s per i;eo}. 

1 
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and \;e could liave easily cleared the arrears on 
this project. As it now stands we expect to lose 
m excess of $25,000 U.S. due to lack of hoards.' 

He so reports to you in his letter of Novonber 

20 ? 

A Yes. 

0 What, if anything, did you as head nan do to 
alleviate this situation? 

A There v/as a carbon, as you see, to Mr. Parr. 

You passed it on to Mr. Parr? 

A There is no notation on this. I cant recall 

t 

exactly what I did, but I \.’ould telephone ’!r. Parr to find 
out what v;as the reason for the delay. I knov; there v;as 
difficulty in producing this, this particular circuit board, 
and I can't recognize all tliese nunbers. But there was 
one board designed by ISL vdiich all manufacturers \;ho \/oro 
approached had difficulty in producing, and I believe this 
v/as tlie board, and it v;as alv;ays a problem in getting it 
manufactured in quantity, tlie boards that ^'c could use, 
];)Ocauno it \;as a most difficult board for a printed circuit 
board manufacturer to produce. 

Q What happened to Parr? 

A Mr. Parr \.'as still *.;ith the operation v/!icn it 
wont a\’iiy from our control. I lielievo lie Ir'ft the coi’pan'' 
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some time later, but I don't really know. I have not seen 
Frank or spo):en v/ith him since. 

Q V7asn't Parr fired in February? 

A He may have boon. 

Q VJasn't mann<jGnont resjjonsiblo for the ISL Boston- 
Barbados operation being taken avray from you and given to 
Crocker some time in January of 1971? 

A. It v;as effective February 1st. 

Q As a result of meetings that you held in 
January at Barbados? 

A I didn't go to Barbados in January. Norman 
Crocker v/ont to Barbados alone in January. I never saw 
the report, not to my knowledge, of his visit. 

Q Going back to the conversation that you liad in 
.May with Mr. Crocker that I asJ:od you about earlier — 

I think the date was 'lay U, Hoy 9, ?1ay 10 — in those 
conversations did you also ask or toll Kovar that you 
v/anted Mr. Kopple, ISI,'s chief engineer, to report to 
Plessey's Mr. "cNamara? 

A I can't recall that, but it may have Ijeon so, 
because McNamara was an engineer, and it would not have been 
an unreasonable renucst, but I don't recall t:ie actual 
conversation. 

0 To your knovriedge, did Mr. McNamara have anv 
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1 

core inenorv experience? 


1 

A He V7ar. hired by the Plensey Conpany for this 



knov.’ledge of all nenories, oven as far as plated wire. 


■ 5 

V/ hich is much more sophisticated than core nonory, but 


1 

one v7ould have to hno\7 core nenories. 



Q Vlasn't lie a plated V7ire engineer? 


■ 8 

A I don't knov;. 


1 ^ 

Q What happened to !!r. MciJanara? 


10 

1 

A He loft the conpany. 


■ 11 

Q He was terninatod? 


1 

A I think ho loft. 


13 

1 

Q Do you );now v.'hon? 


• 14 

A No. It v.’ould be about tlio niddlc of the vear. 


1 

I an not so sure of it. I an not too sure of the date. 


16 

1 

Q I believe you nentionod that !lr. Parr noved 


■ 17 

fron Parningdalc dov/n to Boston. Do you recall approxinatc- 


1 

ly v7hon the Boston facility V7as established? 


19 

A Yes, it was about the niddle of Sopten}:(Or, 


■ 20 

Septonber 15 tlioroaljouts. 


1 

Q Do you recall hov; much Plessey V7as budgeting 


22 

1 

for the cost of tliat operation on an annual basis? 


■ 23 

A No. 

• 

1 

<J Does tlie figure of 5350,000 refresh your recol¬ 


25 

lection? 


1 
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A No, it does not. I can't recall the figure. 

It would bo in the record. 

Q Well, when you established the Boston facility 
you not only sot nar);etincj up there, but yon also set up 
a prototype? 

A We started to recruit engineering people, by 
the end of January I think wo v/ero up to about 22 people. 
That included typists and office personnel. 

Q Do you recall that you asl:ed Mr. Kepple, ISL's 
chief engineer, to come to Boston to head up the engineering 
in Boston? 

A I don't ];now v;hethcr he was invited to head up 
the engineering. Kepple v;as offered a job in Boston. 

Q TVnd Kepple loft? Is that right? 

A Yes, he left. 

Q Then you brought Boyce up from Barbados? Isn't 
that rig jit? .Mike Boyce? 

A It niglit have been. I can't recall that. 

Q VJho did that leave v;ith any engineering ex¬ 
perience in Barbados? 

THE COURT: I don't like the question. Do you 
moan vdio was loft in tlie engineering department? 

UR. McCO’INi;],!,: Yes. 

THE COURT: At w!iat tine? 
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1 

THE WITNESS: After Kepple cane to Hoston in 


3 

September and when he qiit Boyce came up later in September 


* 4 

or October. 


1 

Q Do you recall that happening? 


6 

A I don't recall Boyce actually moving up, the 


* 7 • 

date, that I don't recall. 


1 ^ ^ 

THE COURT: The question is after these fellov.’s 


9 

■ 

left who were the engineers dovm in Barbados? 


" 10 

Q Who vras left in the engineering department? 


1 

A Dave Gretton would be bettor able to ansv;er 


12 

that question. 


" 13 

Q You don ' t Jenov/? 


1 

A I don't know. 


■ 

Q Have you continued at the Boston facility? 


" 16 

A No. 


1 

Q In fact, that v/as shut dov/n immediately after 


■ 

the measuring year? 


19 

A I don't know the actual date v;hon it v/ao closed 


1 20 

dovm, ljut it v/as closed dovm some time in '71. 


■ 

Q T'nd everybody connected v;ith the I'oston opera¬ 


22 

tion \/as given their termination notice? 


1 ^ 

A Well, thov nay have, but that was entirely 


■ 

outside Ily jurisdiction tJien, Mr. McConnell. Eron 


1 

25 

Eebruar-/ 1st I had nothing '.Mintsocver to do with tliat 


1 
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f 

1 

operation. 


1 

Q It v/as under Crocker' r jurisdiction then? 



A Correct. 

1 

1 

Q Is that right? February 1 on? 


1 6 

A Yes. 


B 

7 

■ 

Q Well, do you recall I'r. Gretton conplaining from 


1 

time to time about a breal'.dovm in communication bet’/een 


1 ^ 

Bar)3ados and Boston? 


10 

■ 

A I can't recall that. 


I 

Tlin COURT: V.’ill you speak up? 


■ 

THE WITNESS: I can't recall a breakdown. 


13 

■ 

Q Do you recall rir. Grctton complaining that all 


1 

the engineering people were up in Boston and tliey had all 


1 

the information and ho v/as left with no information dovm 


16 

■ 

in Barbados and ho couldn't get any communication from 


1 17 

Boston? Do you recall anything like that? 


1 

A No, I don't. I v;ould be surprised, because ho 


19 

■ 

could pick up the telephone. “ It is not that far removed. 


I 20 

riR. .McCONNi'Lb: Would this be a good place to 


1 

break and permit mo to get those papers organized? 


22 

THE COURT: If you v.'ill be al)lo to move along 


■ 23 

faster this afternoon, vos. 


■ 24 

Wadies and gentlemen, T told vo\j I have to ))reak 


25 

■ 

a little earlier tliis afternoon. Would it be .agreeable 


1 

1260 


1 

SOUTMC MM DISTRICT COURT Rt PORI tRS. U.5. COURT HOUSC 

1 

1 

FOLLY SOUARC NL«r YORK. N.Y. CO 7 4Sb0 



( 






mp Clarko-dircct 114G 

to cone bad: and start at 10 ninntes to 2? Thank you very 
much. 

(Jury excused.) 

MALOtlEY; r>o you intend to hear any argunont 
on the notion for a directed verdict? 

THE COURT: I v.'ill let vou knov; v;hon the 
plaintiff rests. He has not rested yet. I don't want to 
spend a lot of tine on it. It doesn't nean I won't hoar 
any argunent, but I don't v/ant to hear much argunont on it. 
It'sguito clear to me that I v;ant vou to go ahead v;ith your 
case. 

(Luncheon recess.) 
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AFTERNOON SESSION 

1:50 P.M. 

DONALD CLARKE, resvuned, 

THE COURT: Good,afternoon, ladies and gentlemen. 

You may proceed, Mr. McConnell. 

MR. McConnell: All right, your Honor. 

DIRECT EXAMINATION CONTINUED 
BY MR. McCONJJELL: 

Q I show you what has been marked Plaintiff's 
Exhibit 95 and ask you if you can identify that document. 

A Yes, I can. 

Q V?hat is it, sir? 

A It is a report from myself to Mr. Sinsheimer, 

Mr. Parr and Mr. Albert on a visit to International Scientific 
(1970) Limited, Barbados, September 2nd through September 5th. 

Q Turning to the third page under the heading 
"Sales representation", you state— 

MR. McCOITITELL: Excuse me, I offer Plaintiff's 
Exhibit 95 in evidence. 

MR. MALONEY: No objection, your Honor. 

THE COURT: Received. 

(Plaintiff's Exhibit 95 received in evidence.) 

0 You state: "Tucker, the sales manager for the ISL 
sales rep team" — 
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MR, MALONEY: May I have the page, Mr, McConne.Vl? 

MR, McCCNNELL: Pago 3, 

Q "Tucker, the sales manager for the ISL sales 
rep team is still producing inquiries outside our terms 
of reference, e,g,, core winding, harness v/iring and both 
he and his rep organization seem incapable of fully ccmpre- 
hending the ISL ability. Do we have to stay v/ith this repre¬ 
sentative organization for the measuring year?” 

THE COURT: Representation, 

Q "Do we have to stay with this representation 
organization for the measuring year? (WJS would you review 
and advise)," 

What wore you referring to there, Mr, Clarke? 

A As the report indicates, they were producing 
inquiries for core winding and harness wiring, 

Q This is that cable harness work, right? 

A Right, 

Q They were still getting customer inquiries? 

A I don't know whether they were customer inquiries, 
firm ones, or it was just hearsay from the sales reps that 
they could got the business. I don't recall soing the 
actual inquiries. 

Q Did you ask 1-5r, Sinsheimer v’hether or not you 
could terminate the sales reps before the end of the rasurjr 
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year? 

A Only in this report. 

Q Did he respond to that? 

A He said we could not, we would have to continue. 

0 But you terminated them os soon as the measuring 

year was over, right? 

A I didn't have anything to do with the termination. 
I was not in charge of the measuring year. 

Q But they were tom.inated? 

A They n;ay have been. 

MR. MALONEY: We will stipulate that they v/ere 

terminated after the end of the measuring year. 

THE COURT: All right. 

MR. McCONNELL: I offer Plaintiff's Exhibit 44 
in evidence. For the record, it purports to be a budget for 
the Boston activity for the year 1970-71. 

THE COURT: Has the witness ever seen this before? 

THE V7ITIIESS: I may have, your Honor. I don't 
recognize it. Could Mr. McConnell advise mo whore this 
came from? 

MR. McCONNELL: It came from Plessey's files. 

niE V/ITNESS; Plessoy England or Plcssey North 

Ttoorica? 

MR. McCO!TNELL; I v;ouldn't know. 
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TIIE WITNESS: I see. 

MR. MALCCTEY: We will stipulate that someone in 
the Plessey organization prepared the budget for the Boston 
facility* We have no objection to the introduction of the 
document in evidence as long as there is an accompanying 
instruction that this is no evidence of the amount of money 
that v/as actually spent at the facility during the measuring 
year. 

THE COURT: It is purely a budget. 

MR. MCCONNELL: That is right. 

MR. MALOtTEY: Purely a budget that someone had 

prepared. 

THE COURT: All right, I will receive it. I take 
it there is no objection to that. I don't knov/ v;hat more 
Mr. McConnell wants to do with it. 

Mr. Clarke, you don't recall ever having seen 
this before? » 

THE WITNESS: I don't, I may have done so, but 
I don't recall. 

(Plaintiff’s Exhibit 44 received in evidence.) 

Q Does that refresh your recollection, Mr. Clarke, 
that the fm.ounted budgeted for the Boston facility was 
$374,000? 

A This bu.lget indicator, it. It says for the year *70 
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•71, which would be a Plessey fiscal year commencing July 1st 
1970» through to June 30, 1971» This may have been prepared 
after— I don't know. I just can't recall having seen it 
before, 

Q Would the amount, whatever it was, budgeted for 
the Boston facility be included as part of the administrative 
and overhead burden used — 

THE COURT: Whoa, v/ait a minute, l thought we 
had pretty well established —— Mr, Clarke, are you an ac¬ 
counting man? 

TOE WIT17ESS: No, sir. 

TOE COURT: I didn't think so. He has given me 
the impression he is a businessman but not an accounting 
man. Is that right? 

THE ^’TI'nTESS: Correct, sir, 

Q Let me ask you this: do you know of your knov;lcdge 
whether the budgeted or anticipated expenses for the Boston 
facility were used or included in the price buildup formula 
for ISL? 

A It would be normal business practice to include 
some cost for a Boston operation, but whether or not all of 
this $374,000, tha I »;ould not knov;. 

1266 

SOUTHERN DISTRICT COURT REPORTERS, U .S . COURT HOUSE 
FOLEY square, new YORK, N.Y. CO 7-4i80 






np 


Clarko-direct 


1152 


Q I shov/ you what has been marked Plaintiff's 

Exhibit 41 and ask you if you can identify that? 

A Yes. 

HR. .McCOMMELL: I offer 41 in evidence, your 

Honor. 

rtR. HALOHEY: We have no objection, your Honor. 

(Plaintiff's Jkxhibit 51 received in 

evidence.) 

Q Do you recall that as late as July 27 Mr. Grotton 
and his people v;ere still not squared av;av on tlie pricing 
formula that Parr and S\;oonoy had v/orked up back in June 
at the time of the ta]:cover? 

A I don't J'.nov; wliat you moan "not squared nwnv on 
the pricing formula." 

Q Lot me use your term — 

THE COURT: Doforc v;o get to that, I tiiink the 
jury might bo interested in this Exhibit 41, which has 
been received in evidence. That seems to Ijo a memorandum 
from you to Mr. Crocker dated July 27, 1970. 

THE WITMEr.S: Yes, sir. 

THE COURT: IIov;, starting \/itli that, what is 
your question? 

0 V7ell, do "ou recall that Mr. Gretton and liis 
people v/ere still as of tlint date ))efogged with reference 
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* 2 

to the price build-up formula? 


1 

A My understanding of the prices they v;ere con¬ 


. 4 

tinually quoting, they v;ere trying also to come up with a 


■ 5 

pricing formula tliat accurately reflected the efficiencies 


1 

of the Barbados operation, and it ^:as very difficult for us 


7 

to actually acliieve correct figures on the efficiency of 


* 8 

that unit. Viet were quoting prices \/ithout having too mucli 


1 ^ 

knov.'ledge of the accuracy of tlioso prices. V7o \/orc 


1 

attempting to come up v;ith a basic formula to correctlv 


■ 11 

assess the cost of running the Barbados operation, the 


1 ^ 

intent being that v;e quote prices that would not only 


■ 

affect all of our operating expenses, materials, lal-)or. 


■ 14 

■ 

direct and indirect, })ut also produce a profit at the final¬ 


1 

ization of whatever orders wo \;ore able to take. 


■ 

Q You V7cre quoting prices on the basis of 


17 

■ 

arbitrarily doubling Barbados estimated tines for doing 


1 

this \;or};? Isn't tliat right? 


■ 

A I don't knov; about that. 


H 

20 

■ 

Q VJell, v;ould you look at Mr. Sv:eoney' s mcnoranduin, 


1 

whicli is an attacliment to Plaintiff's r.xhiliit 41, dated 


_ 22 

July 22, 1970. 


1 

23 

■ 

Lx> you see tliat? 

• 

1 ^ 

A Yes, I liave that. 


■ ^ 

Q And he states: 


Hi 
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■ 

"Overhoacl rate per produced hour. If vro 


1 

continue v/ith the assumption that the hours in 



the estimate contain 50 per cent of those actually 


■ 5 

required v’o have a situation \;here the budget 


6 

contains 000,000 hours and v/e estimate 4 00,000 


7 

hours." 


8 

Nov;, does that refresh your recolle.ction that 


9 

Rv;oenoyhLad decided to do.*blo the estimated tines for doing 


10 

this core v;caving v’orh done in Barbados? 


11 

A This \;as a menorandun from fl\/ecnov to I’ourihan 


12 

v;ith copies to Albert, Parr and Orotton. I v;ould have to 


13 

have a little more information. 


14 

THE COURT: Tliat does not refresh your recol¬ 


15 

lection? 


16 

THE NITNErS: No. 


17 

Q Going bad; to your memo, you sav: 


18 

"I have today received your letter of 22 


19 

July together vrith a memorandum from Bill Gv.’cencv 


20 

dated July 24 vrith regard to pricing formula and 


21 

v;ith Bill's memorandum he encloses an original and 


22 

cojiies of a nemo to Hourihan. V.'e have rovic'.;ed 


23 

their details v/ith Milton Albert and it appears to 

• 

24 

us from the price build-up s)ieet;> v/hich v/e have 


25 

received over the past v/cel; from Barbados that 
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Grotton and his people are somewhat befogged." 

Now, v'hat do you mean by that? 

A nil ton Albert war. approaching this pricing from 
a different viev'ijoint than Sv/eeney, and it v;as felt that 
two people, like too many cooks, spoil the broth; there 
\;ere too many people trying to present their ov/n formulas, 
and that the people dov.Ti in Barbados would become sono\;hat 
confused until a resolution could bo arrived at and they 
were told exactly v;hat they Iiad to do. The idea v/as not to 
lot them sort out different people's suggestions, but to 
bo told the best way to handle the pricing. 

Q And you go on to say; 

"VJhat V7e intend doing is compiling our ov/n 
price build-up shoot that v;o knov; exactly hov/ the 
selling prices are arrived at and the total margin 
of profit involved." 

Now, do you recall v;hen finallv this price build¬ 
up formula v;as sot upon? 

A I believe thev continually worked on this, and 
v.’hore you stopped reading it continues and says, ""ilton 
Alliort is drafting one of tlieso slioots and Frank will lie 
sending tlio details dov;n to Hourihan and at that time v/e 
\7ill send the original of Bill's memo of .Tuly 22." 

Tliis was a continual operation. .''s v.’o l.nev.' 
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more about v;liat war? g>ing on in Barbados v/e adjusted the 
costing to the situation as vre found it. 

y Standard times or hours arc sirplv the estimated 
tine it v;ill tal:o to do a particular job? 

A Yes. 

Q And then that is used as a basis for your costing: 

night? 

A Yes, it is a standard. You can do better or 
\.'Orsc than standard. 

0 I show you v;hat has been m.arked Plaintiff's 

bxhibit 42, vdiich purports to bo a memorandum from J. 

A’Isop to F. Parr under date of Septonber 24, 1970, v;ith a 
copy to you. 

.MR. McCOb’MbLL: T offer Plaintiff's Exhibit ^2. 

riR. riAbOMFY: Mo objection. 

(Plaintiff's Exhibit 42 received in 

evidence.) 

Q (Continuing) And the subject is "Rolling 
price )juild-up5." 

Mo?;, ?;ho is ’!r. .^.llsop? 

A John Allsop VMS a specialist in cost accounting, 
lie was transferred on a temporary basis, on loan, to 
Uariiados from To?.’coster. He onlv arrived tliorc about t'.ie 
r'id'ilo of ,5optcnljOr, so ho had been there a fc'-; da'/s \’ ten 
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■ 

t 

> 



2 

he wrote this menoranclum of September 24. 




3 

Q l.’oll, ho states: 




4 

"Please find attached samples of my revised 




5 

Selling Price Build-ups Forms which, vrith your 




6 

approval, I propose to use as a standard format for 




7 

dealing v^itli customer inquiries." 




8 

\7as tliis part of the continous revision of this 




9 

pricing formula? 




10 

A Yes. Allsop v;ns a specialist in this and that 


_ 


11 

was the reason v;hy Crocker had him transferred from 7ow- 




12 

cester. 



2 

13 

Q Well, v;as he another cook? VTas lie taking this 




14 

over? 




15 

7v No, he was there to assist; he V7as, as T said. 




16 

a specialist. I don't profess to be a core specialist. 




17 

and I V 70 uld not pass any characterization on this nemorandun. 




18 

Q Incidentally, Jlr. Clarke, did :’r. Parr ever 




19 

report to you that Tucker v/as complaining about the prices 




20 

ho was getting from Parr not being competitive? 




21 

h I can't recall that, but he may have been. 




22 

because there \iar, price erosion at tliis tire. Tf vou are 




23 

nov; si^cal'.ing of r-ei>ter>!jor, tlie perio<l of this ni'morandun, 




24 

then ’./hctlier v.'o v^ish to term it a recession or not, i 1. 




25 

ccrtainl'^ was affecLirg tlio coTiputer })usiness in tlio Fnitod 
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States in 1970. 

C? Did you participate in sotting prices? 

A No. That v/as Milton Alljcrt'.s function, as far 
as Nortli America and rlcssoy v/as concerned. He was the 
captain. 

0 And the actual giving of the quotations \/as 

Parr? 

A Parr would pans the information on to Tucker. 

Q I shov.' you Plaintiff's Exhibit 48, vrhich is the 

letter \mdor date of August 12, 1970, from Mr. (Irotton to 
Mr. Parr. 

ncCOIINP.LL: I offer 4 8 in evidence. 

MP. jMAhONF.y: Mav we just have a moment. 

V7e have no objection, your Honor. 

(Plaintiff's r.xliibit 4 8 received in 
evidence.) 

Q P.eading from the document, and I am going to a si; 
you a question; 

"V’e have novr taken a realistic look at the 
Magnavox project and produced a critical path 
analysis diagram for tlie project. 

"7's can bo seen the original forecast, made 
in June, giving the completion date as October 
was cortplotaly wrong. 1'he main reason for tliis 
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being the fact that the Plessey, Towcenter test 
jig \:as late in arriving in Barl^ados and un¬ 
fortunately does not make contact '/ith the ringnavo:: 
plane. Vie have nov: sent off one cojnpleted 

frame to VJinter Engineering and asked them to build 
us a test fi::turo; also v/e have returned the Plcsscy 
jig to Tovreester vri t]i a frame and asked them to re¬ 
engineer the jig. All this, of course, has cost 

us six vreeks . " 

Do you recall that? 

A I don't recall this particular letter. 

0 Well, no, }Hit do you recall that particular 
problem? 

A Mo, not about the tost jig, no, I don't. 

Q Did either Mr. Grotton or Mr. Parr ever consult 

\/ith you on tliat subject? 

A I do not recall it. Perhaps I sJiould add here 
that this ^'agnavox contract -- if this is tiie military 
contract, and I think it is — ISL }iad quoted against tlio 
specifications submitted to tliem by f'agnavox. It v/as a 
most complex mcmorv stacl., extromolv difficult to build, 
and I could v;oll Ijclicve you would need special tost jigs 
to see v.'liethor or not the finislicd jjroduct would function 
correctly. It va.s really beyond the capaljilitv of 
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2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 


24 

25 


tliat Barbados operation. 

Q Yes. But do you recall that the test jiq being 
engineered by Plessey Tov.’cester v:as found to bo defective, 
tlius sotting bad: the program? 

A I don't recall that. 

C.) Tlint doesn't refresh your recollection? 

A No. 

Q I shov/ you what has been nar!:ed Plaintiff's 
Exhibit 81 and ask you if you can identify that? 

A It is an interoffice menorandun from ’Ir. Parr 
to nysclf dated I.’ovenher 9. 

Q VJell, referring to the second page -- 

i;r. ?IAL0IJ1;Y: Uo have no objection. b’ould 

you lil:c to offer it in evidence first? 

THU COURT: It will be received. 

(Plaintiff's .Uxhil^it 81 received in 

evidence.) 

Q Referring to the .Uagnavox contract, it says, 

"Uc are presently manufacturing five prototype stac);s for 
Uagnavox. If those stacks are accepted, v;o stand to got 
orders valued at at least .91,000,000. Ue have alread-^ 
expended consideral le fin.ance on this jo’) and v;e sliould 
coiri>lote tlu? j)rotoL''pes. Dave Gretton asl:od r'.e to 
have our en<jinooring department look at that design, 
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specifications and advise hin v;hether v.’e thouqht the stack 
would satisfy the required shock and environnental con¬ 
ditions. He also advised me that he no\7 has no one 
to spare to give the necessary attention to tliis pro¬ 
ject ." 

Mov.’, when that report cane to your attention 
what, if anything, did you do about getting Oretton the 
necessary engineering help tliat he apparently v.'as calling 
for on this project? 

A I don't knov; that he v;as actually calling for 
additional help on this. 

Should we continue to read the mono? He 

says: 

"I replied bv Telex, stating that v;o consider 
the design sufficient to meet the renuirements. 

In addition, I thinkwe should hire the Quality 
Control nan and nak.e liin resjoonsiljle for the 
project. To assist further, T recommend that '^e 
send John I'vavolious v;ith him for one to two v;oeks 
to install the necessary manufacturing engineering 
proccdvires and to insure that personnel arc acquainted 
v.’ith the manufacturing recfuirenents . " 

It looks as tl'.ough lie !iad alread” diicidod on 
tlie action to ]>o ta) en. 
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1 

Q But do you recall that Hr. KopnGl'r., Plessoy- 


3 

1 

ISL'f; chief engineer, had been espociallv in charge of the 


■ 4 

M.agnavox project? 


1 

A He could have Ijeen. I don't recall. 


6 

1 

Q lie left in fleptonbcr, didn't ho? 


■ 7 

A Did he? I don't believe I knew tlie date when 


1 ^ 

1 

you anted nc liefore. I am not too sure vdien he left. 


9 

1 

Q Do you recall v;hen Mr. Kavolious, v;ho it v;as 


■ 10 

suggested be put on thin project, came on board? 


1 

A No. 


12 

Q V/cll, it vrould be notne tine after neptemb-er 9, 


■ 13 

the date of this mororandvim? 


1 

A I don't knov; vhon Kavolious cane. Ho said he 


■ 

suggested Kavolious go dovm to Bar))ados, but I doiYt 


■ 16 

remember v/hen he joined the companv. 


1 

Q I sliovr you v;hat has been rarlved Plaintiff's 


- 18 

I 

Exhibit 45, which purports to be a copy of a letter from 


19 

Mr. Grotton to you under date of September 17, 1970. 


1 20 

T asl. you if you recall seeing that before? 


■ 

A Yen, I do. 


" 22 

r!R. r'cCOlKirid : T offer it in evidence. 


1 23 

i M^. No objection. 

1 


■ 

i 

9’liE COURT: Tt is received. 


25 

1 

1 


1 

t 

1 1277 
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(Plaintiff's Exhibit 45 received in 
evidence.) 

Q It is headed "Private and Confidential." 

"Dear Mr. Clarke: 

"I v;as disappointed v;hon I heard that Mr. 

Albert would not be coining dc i to Rarbados as I 
felt th-t his visit could have prepared the v/ay for 
the various changes that we propose to ina’:e at the 
end of this r'.ontli." 

Do you recall v:hat those dianges v.’ere? 

A No, I don't. 

Q Did they have anything to do v;ith discontinuing 
or terminating personnel? 

A They may have. 1 don't recall. 

Q "As I have stated previously, I feel that vie 
have badly handled the personnel side of things since 
tlie takeover and nov? cuite naturally our expatriate 
staff are lieconing susjucious as to Plossoy's 
true intentions." 

THE COEHT: VJhat is the expatriate staff? 

THE \;it:IEES: It is the American or Rritisli 
technicians v;ho vrero living on the island, and they ^/cre 
there on special \’ork permits granted by the novernment. 

THE COli]*T: Tliat is wliat you call ex- 
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patriatos? 

THE WITnrSS: Yos. 

0 What did you under.stand !lr. drctton to bo 
referring to v;hen ho said, "t'uitc naturally our expatriate 
staff are becoming suspicious as to Plossoy's true in¬ 
tentions" ? 

A I was somevdiat surprised at that corunent. 

Q I show you Plaintiff's Exhibit 54 and ash you 
if you can identify that for tlio record? 

A Yes. 

Q It is a letter from M.r* Cretton to you and tlie 

date is nocerber IG, 1970? 

A Correct. 

rm. .McCOh'NELL: I offer Plaintiff's Exhibit 54 
in evidence. 

HR. HALOMI^Y: Eo objection. 

(Plaintiff's Exhibit 54 received in 

evidence.) 

Q Mr. Cretton is referring to the stac)s for 
i:e’..’lett-Pacl-.ard vdiicli !iad Ijoon famed out from l:ar!;ados 
over to Li sl)on bad; in the Epring? 

A Yes. I don't l;no\; v;hich tiro of the year. 

Tt was during Junc-Jul”. 

0 Ho r.tatos: "I hav<- boon invoiced bv Plessov 
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Automatica Electrica Portuguesa for the sun of 
U.S. $9,377.4 3 covering Hev/lett-PacJ'.ard planes 
nanufactured for Tf5L during Junc/July, 1970. 

"Those particular units typo 10-082-13 and 
10-083-13 v^ere nanufactured in Portugal on a tine 
standard of 49.65 hours and 39.00 hours respectively. 
Here in Barbados v/e conplotc these identical units 
in 1G.50 hours and 10.85 hours respectively. The 


tines in Barbados have been verified and proven 
correct by Mr. Cuthbertson during his recent visit, 
and his visit report connents on the slacl: standards 
operating in Lisl)on. 

"I therefore suggest that some negotiation mist 
be entered into an attempt to reduce the invoice cost to 
ir>L (invoice !Ios. 5615 to 5625 and MO/5671 to 5674.) 

I v’ould be grateful for your advice on this question." 

Does that refresh your recollection that 
Barbados times to cover this wor); v;ore less t’lan it took 
at your i?lant in Lis>)on? 

A Tliis letter \’Ould tend to indicate that. T must 
admit I am a little surprised if it is so. 

0 Does tliat also refresli your recollection tliat 
Mr. Cutlibertson so found on liis visit to tlie Darliados 


jvl ant? 
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A I don't knov; v/hethor ho did or not. 

THE COURT: Mho is Cuthbortson? 

THE VJITNEHn: Cuthbertson was the person v;ho x-.'a 
sentdov.’n to Barbados; ho V7as a tino study engineer. 

THE COURT: Tor Plessey? 

THE VJTTHEns: For Plessey, yes, sir. Ho v/ent 

dov/n there the niddle of Hovomber for aliout eight weeks. 
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eohl Clarke-direct 

MR, McCONNELL: Your Honor, I also offer at the 
same time, because it relates to the exhibit we have just 
been talking about, Mr. Kovar's letter, under date of 
April 23, 1970, to Mr. Crocker, That is Plaintiff's 
Exhibit 53, 

THE COURT; Exhibit what? 

MR. McCOiTNELL; 53, I am not going to ask the 
witness any questions related to the arrangements that 
were vrarked out to farm out this v;ork to Lisbon. 

MR. MALONEY; No objection, your Honor, 

THE COURT; Received, 

(Plaintiff's Exhibit 53 received in evidence.) 

Q I show you what has been marked Plaintiff's 
Exhibit 43 and ask you if you can identify that, 

A I can read what the heading is, 

THE COURT; Have you ever seen this before? 

THE WITNESS; I can't recall seeing it before, 
sir, I don't recognize the writing, I don't know who 
prepared it, 

Q Do you know what the Norman Crocker report re¬ 
ferred to therein is? 

A It says "Raced on Norrrinn Crocker report." There 
is no date as to which report, 

Q Would that be Crocker's February 25th report? 
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' croBs 

A It may be. Thin is a *70-'71 budget, though, 

I would have thought it would have been a report nearer 
the date of the *70-*71 budget, I have no idea, 

Q You had nothing to do with the preparation of 
this, I take it? 

A Not that I can recall, 

MR. McCr^TNELL: I offer 43 in evidence, 

MR. MALONEY; I would object to it at this time, 
your Honor, because I haven’t been ±)le to find out where 
it came from myself, 

THE COURT: Let's hold it for identification then. 
MR, McCOJINELL; It did come from your files? 

MR. MALOITEY: I am sure it came from our files. 

MR. McCCfTNELL; That is all, your Honor. 

THE COURT; VJhy don't we take a five-iriinute recess. 
Wo will have a short recess. 

(Recess.) 

(In open court; jury present.) 

THE COURT; All right, you may proceed. 

CROSS EXAMINATION 
BY MR. MAL0!IEY; 

Q Mr, Clarke, do you know who Mr. Norstedt vvis? 

A Yes, Mr. Norstedt \/as .in charge of manufacture 
at ISL. 
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1 

2 

Q 

Keep your voice up a little. 


1 

3 

A 

Mr. Norstedt was in charge of manufacture 


■ 

4 

at ISL 

before we took over. 


1 

5 

Q 

Do you recall when you first learned that he 


1 

6 

was leaving ISL? 


■ 

7 

A 

I believe it was at the time of the visit 


1 

8 

that Norman Crocker and Peter Hewitt and I made, the 


1 

9 

first visit that we made in February. 


1 

10 

Q 

Who informed you that Mr. Norstedt would bo loavin 


1 

11 

A 

Mr. Kovar. 


1 

12 

Q 

Did he tell you the date by which Mr, Norstedt 


1 

13 

planned to leave? 


1 

14 

A 

I believe it was the end of February. 


1 

15 

Q 

Did you discuss with Mr. Kovar whether or not 


1 

16 

he had 

someone to replace Mr, Norstedt with as the head 


■ 

17 

of the 

manufacturing operation? 


1 

18 

A 

It was at that time that it was suggested that 


1 

19 

Peter Hewitt should be the replacement providing that 


■ 

20 

Peter Hewitt would bo prepared to go to Barbados, 


1 

21 

Q 

Did you discuss with Mr. Kovar who Mr. Hewitt Wcis? 


1 

22 

A 

Yes, Mr, Hewitt was at Barbados at that time. 



23 

Q 

He was along on the trip v;ith you and Mr. Crocker? 


1 

2A 

A 

Yes, 


1 

25 

0 

So, Mr. Kovar had an opportunity to moot with him? 


■ 
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A He met Mr, Hewitt. 



Q And interviewed him at that time? 



A Yes. 



Q Did Mr. Kovar indicate to you that he had any 



other candidates for the position if Mr. Hewitt was un¬ 



willing to accept it? 


■ « 

A Not to my recollection. 


1 

Q Did Mr. Kovar express any objection to Mr, 


• 10 

Hewitt coming from Plessey's Lisbon plant and replacing 


11 

Mr. Norstedt? 


1 

A No. In fact, from memory, I believe he was 


■ 

quite pleased that ^’e could have someone with so ruch 


* 14 

engineering background and ability. 


1 

Q Who was Mr. Hewitt again? 


■ 

A Mr. Hovritt was the manager of the Portugese 


17 

Plessey memory operation. 


1 

Q Was that operation larger or smaller than the 


■ 

operation in Barbados? 


20 

A Much larger. 


1 

Q How did it cone about that it beccimc necessary 


- 22 

to replace Mr. Gretton v;ith Mr. Hewitt? 


23 

A Mr, Hewitt — 


1 ^ 

MU. McCO'niLLL: You have that v;rong, I think. 


■ ^ 

inn COTJI'.T: T think you have it in re verse. liow 
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did it come that Mr. Gretton carnie to replace Mr, Hewitt, 

I think that is what he wants to know, 

Q How did that come about? 

A Mr. Hewitt, his wife had joined him in Darbados, 
she was not too happy living in Barbados after Portugal 
and Mr. Hewitt was not pleased v/ith the way things were 
progressing in the Darbados facility. He found in his 
opinion the group that v;as still there, and this was the 

old team that had been recruited by Mr. Kovar, there was 

loyalty to Mr, Kovar and Gretton seemed to be having 
difficulties in introducing some of his ovm thoughts — 

Q Hewitt, 

A Hewitt, rather, on manufacture. 

I remember one instance in particular which v/as 
mentioned to us and this was at the visit after the spring 
joint computer conference v;as that one of the small areas 
Mr. Hewitt wished to clean up, he thought the employees 
would work far bettor in clean surroundings, and all they 
needed was to purchase paint and they were going to paint 
this particular room themselves, but Mr. Kovar said ho 
didn't wish to have the outlay charged to him and he 
didn't v;ir>h to purchase the paint. 

There were snail nienling things such as thin 

that in Hevritt's; opinion *..’ere very trivial, hut the rcrultn 
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could be very helpful to increasing production. 

Is it correct that it was at Mr, Hewitt's instance 
that ho left Barbados and not because you and Mr. Crocker 
wished him to leave Barbados? 

A No, we were very sorry that he decided that he 
v.'ishcd to return to Portugal, 

Q When Mr. Hewitt had indicated to you and Mr. 
Crocker that he v;i5hed to Ihave, what did you do? 

A I asked Hr. Crocl:cr did he have anyone else that 
could rcplaocMr. Hewitt and he said, yes, Mr. Gretton 
providing Mr. Gretton would be prepared to irove to Barbados. 

In the meantime Mr. Gretton had taken over 
the operation in Portugal, but he had been second in charge 
to Mr. Hewitt in Portugal, 

Q So, when Mr. Hewitt left Portugal, Mr. Gretton 
became the head of Plessey’s facility in Portugal? 

A Correct, 

0 Did you then interview Mr. Gretton and ask him 
if ho v;ould bo willing to go to Barbados? 

A Yes, a little time later I met with Mr. Gretton 
for the first time in London, 

Q V«'an that in connection v/ith your trip there 

on or about May 70th? 

7v Yes, it was when the report v/as issued. Yes; that 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 
21 
25 




is right. May 20th. 

Q And Mr. Gretton agreed to the transfer to 
Barbados? 

A Yes. 

Q T believe you referred in your direct testimony 

to Plessey's attempt to not up an inventory control system? 

A Yes. 

Q Would you explain that to his Honor and the jury? 

A Yes, Mr. Hewitt found when he arrived at 

Barbados that the control of inventory was extremely loose. 
There w?re few records, in fact, hardly any accurate 
records at all that they had been using to maintain pro¬ 
duction. You have to bear in m.ind ISL was v;ithout finances 
and they had used some of the customer furnished materials 
not to produce items for the particular customer who had 
furnished the material, but *"o manufacture other people's 
orders, just to try and keep the facility running. 

Consequently, it was utter chaos in the inventory. 
No inventory control, in fact, we didn't even know what 
inventory we had and this is why Peter Hewitt thought it 
was essential, and this is one of the first functions that 
ho tried to ostabilrh, v.’as strict inventory control. Jle 
s.ot up this complete card system. it vras a simple 
operation that you had a card control in particular bins 
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2 

in v/hich you had the various items of inventory. The idea 


3 

being that you had minimum levels and when you v/ithdrew 


4 

inventory and reached the minimum quantity, was the time 


5 

that should have signaled off the time to reorder and 


6 

replenish stock. This was in his order of priority, i 

b3 

7 

believe, item number 1, 


8 

Q You testified that Mr. Tito was hired by Plessey 


9 

to be responsible for purchasing? 


10 

A Correct, 


11 

Q Where was he located geographically in the first 


12 

instance? 


13 

A He was located in Farmingdale. He never moved 


14 

from Farmingdale, That was his location all the time he 


15 

v;as employed by Plessey. 


16 

Q In connection with his attempting to purchase 


17 

materials, he would act in response to requests from the 


18 

plant in Barbados to buy a particular kind of material. 


19 

a particular quantity of that material, is that correct? 


20 

A Yes, correct. He would have a drawing or a 


21 

specification sheet. 


22 

Q I believe you testified on your direct testimony 


23 

that Tito was experiencing problems becaurcthey v/oren't 


21 

giving him sufficient advance notice of what materials 


25 

would be n^ed«-d. Could you amplify on thr.t problem for his 
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Honor and the jury? 

A Yes, It boccune obvious after a time that although 
Hewitt had with the best of intentions tried to standardize 
an inventory control procedure that it was not functioning 
correctly and items were being taken out of inventory 
and not recorded. Consequently, when a new job v;as placed 
on the factory floor, although the card may show that we 
had sufficient inventory to manufacture that particular 
job, you would find that the items wore not in inventory 
when you wont to draw them from stores to start manufacture. 

This happened on a number of instances and also 
the incorrect counts. It seemed that the people that were 
handling the controls were not too accurate arithmeticallv 
and not only was there not inventory on occasions, we had 
incorrect figures on cards which was just as catastrophic 
so that Pat Tito, when he received a requisition, probably 
on the requisition they v.’ould say ASP, as soon as possible 
they needed it. In all probability the supplier v/ould have 
a minimum of six, ten, twelve or fou^'toen v;eeks lead time 
for that particular item and this created delays, naturally, 
it v.'as not delays on the part of the supplier, it v/as just 
the normal load time, but we were not allov/ing the supplier 
the norm.al lead time to produce and ship to Barbados th*^' 
particular iteim thrt v/iohed to purchase. 
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Q I believe you were also asked qTjcstions on your 
direct examination concerning shipments. Who at Plessey 
Electronics was responsible for the actual shipment of 
materials do\'m to Barbados after Mr. Tito had arranged for 
the purchase of the materials? 

A From the end of July there v/as a Mr. Jendron, 
the traffic manager. He was responsible for the actual 
shipments v;ith the aid of the broker, Barnet- International. 

Prior to the end of July the shipments were 
still being handled by Scientific Trading, which was 
the operation that was sot up by International Scientific, 
the old company, and they used the freight brokers. Freight 
Forwarders International, 

Q Is Mr. Jendron still employed by you, Mr. Clarke? 

A Yes, ho is. 

Q Did you ask Mr, Jendron to prepare some form of 
schedule showing the number of shipments thcitwent dov/n to 
Barbados during the measuring year? 

A Yes, I did, 

Q Do you have a coj^y of that schedule with you? 

A Yes, 

(Defendant's Exhibit DS marked for identification.] 

MR. McCClTNELL: Are you going to examine on this 

docviment? 
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MR, I-IALONEY: I am going to offer it in evidence. 

MR a McCOTINELlit lour Honor ^ I have never seen 
^his document, it is not a listed document. There has 
been no foundation laid. 

THE COURT: He didn't prepare it. 

MR. MALONEY: I will ask Mr, Clarke, 

Q Mr, Clarke, I show you Defendant's Exhibit DS 

identification and l ask if you can identify that 
document, 

A Yes, I can, 

Q Would you tell the Judge and the jury how that 
document was prepared? 

A This document v;as prepared within the last three 
weeks. It v/as just for my own information for this inquiry. 

THE COURT: VJho prepared it? 

THE WITNESS: My shipping manager prepared it, 

Mr, Jendron, who was responsible for the shipments. 

THE COURT:You asked him to prepare this for you? 

THE WITNESS: Yes, sir. 

THE COURT: All right. 

Q Do you lino*./ \/hat steps he took in order to prepare 
Defendant's Exhibit DS for identification? 

A Yes, he v/ont back through invoices that v;g 
have at the office and shipping documents. 
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Q he llsti each of those on the document which 

is before you? 

THE COURT: How does he know whether he listed 
each one. That is v;hat you asked him to do, is that 
right? 

THE WITITCGS: That is right. He showed the 
invoice number and an airvray bill number. 

THE COURT: You asked him to do this? 

THE V7ITNEGS: Exactly, just to get some idea 
as to the frequency of shipments from the date that we took 
over the shipping on July 30th. 

MR. MALONEY: I offer it in evidence, your Honor. 

I can bring Mr. Jendron and each of the invoices. i am 
trying to keep this short. I realize we have all been 
here a long time. i will make the invoices available 
to Mr. McConnell in the evening. 

THE COURT: I will hold it. I won't rcceiv'e 
■ if* evidence now, but I v;ill give him a chance to look 
and sec what it is based on and you can make 
an application later. 

MR. MM.ONEY: All right. 

Q Mr. Clarke, I believe you also testified during 
your direct testimony that some time in January or February, 
1071, administrative control oi ISL v.ts transferred from you 
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to Mr, Crocker, Do you recall the circumstances which 
brought about that transfer of control from yourself to 
Mr, Crocker? ^ 

A Yes, This was a directive from the Plessoy 
Company, The Plessey Company v;as reorganizing certain of 
its production units internationally. There was environ¬ 
mental systems, which handled current recording meters 
and oceanographic equipment. This was to be controlled 
from England on a worldv/ide basis. Previously there had 
been a number of agents and outfits throughout the world. 

The other v/as our aircraft mechanical and 
electrical. This again was nov; being taken over on a world¬ 
wide basis. We had one company already in North America, 
Plessey Airborne, that had then to report to the Central 
British organization rather than be an independent American 
operation. 

At the same time the three organizations were 
environmental systems, the aircraft side and also the 
memory side it was decided that it v;as beneficial for 
Plessey to have one v;orldwido memory program rather than 
to split it into different geographical areas. 

0 Up to that time had responsibility for partirvilar 
divisions been assigned on the basis of geographic location 
of the division? 

J 294 ^ 
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A Yes, it rested in the regional director of 
the particular region in v;hich the operation v/as geographi¬ 
cally located. 

Q Under that geographic type of organization, in 
what region did Barbados fall? 

A In North America headed up Mr, Sinsheimer. 

Q That was the reason originally the operation 
was under your control because of the geographic type of 
organization? 

A Correct. 

Q Under the reorganization by which the worldwide 
businesses were all reporting directly to England, is that 
the reason to your knowledge why administrative control 
was transferred from yourself to Mr. Crocker? 

A Yes, that was the sole reason, 

0 In connection v/ith that transfer of control, 

did Mr, Sinshoim.er or anyone else in the Plessey organiza¬ 
tion over indicate to you in any way that that transfer 
was based on anything other than that reorganization of 
the company? 

A No. 

Q To your knowledge did that have .any effect 
on the day to day op-'r.at ions of the ISL facility? 

A No, because Mr. Crocker had been involved n]lost 
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i 

t 

2 

to the same extent as I had from the outset. 

1 

3 

Q Mr, Crocker was fully familiar with the operation? 


4 

A Exactly. 


5 

Q And he had been continually visiting Barbados 

O 

6 

as you have testified? 


7 

A Yes, 

I 

1 

8 

Q I take it the net effect of that was that — 

■ 

9 

THE CCXJRT: Wait a minute. Don't start with the 

' 

10 

net effect of it. The law^^ers have the greatest tendency 


11 

of substituting your ov;n judgment. 


12 

MR. MALOIJCY: I withdraw the question, your Honor, 

■ 

13 

Q Following the reorganization, to whom did Mr. 


14 

Gretton report? 

1 

15 

A To Mr. Crocker, 


16 

Q And to whom did Mr. Parr report? 


17 

A Mr. Crocker. 


18 

Q I believe on your direct testimony Mr. McConnell 

1 

19 

asked you about a series of conversations between yourself 


20 

and Mr. Crocker and Mr, Kovar ranging over the joint comoutci 


21 

show in Atlantic City and then on the airplane down to 


22 

Barbados and the discussions continued in Barbndo.s? 


23 

A Yes. 


Zi 

Q Could you just again give us your recollectic!j 

■ 

2.5 

of the substance of tho'e continuing series of conversritions 

I 

1 
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in early May, 1970? 

A Yes, I know that Mr. Crocker had already 
received v/ord from Mr, Hewitt, that v'as prior to Mr. 

Crocker coming to the spring joint computer conference, 
that Mr, Hewitt was not satisfied v;ith his task in Barbados; 
that there were problems in running the operation. He 
felt that ho was restricted in doing v;hat he felt was 
the right thing to do. 

This I only learned from Mr. Crocker at the spring 
joint computer conference, I believe there had been tele¬ 
phone conversations and also letters bctv/ecn Mr. Hewitt 
and Mr, Crocker on this. I knew nothing of it until I 
arrived at the spring joint computer conference. 

V7e did discuss with Mr. Kovar as to v;hy there 
should be «any problem.s in our taking the necessary action 
or action that wo considered necessary to make Barbados 
a more viable operation and our intention had been that 
it should become a core wiring facility, 

Q Mr, Kovar resisted the changes v/hich Mr. Hewitt, 

Mr, Crocker and yourself v;ore suggesting; is that correct? 

A I think the rosictanco became more pronounced 
v/hen we actually arrived in Barbados rather than these 
discuEsicns on the aircraft. The discussions on the aircrait, 

for one tliir.g, ’..’e vrcrc not all sitting together and it ir 
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difficult to have discussions on an aircraft. We were 
in Antigua and there was some delay of the other aircraft 
from Antigua through to Barbados and, as I recall, i think 
everyone had had a little to drink and that may have 
loosened people's tongues. We had been spending an awful 
lot of time waiting for aircraft and it was very, very hot, 

I think perhaps things were said that wore not even meant, 

I don't know, 

Q In any event, when you got to Barbados and everyon- 
had a night's sleep, did these discussions continue at 
the offices of ISL? 

A At that time Mr. Hewitt did notify mo that he 
wished to go back to Portugal. That was the first official 
notification I had had of what Mr. Crocker had mentioned 
to me at the spring joint computer conference. Mr, Hewitt 
asked to see Mr. Crocker privately, which he did. 

You have to boar in mind that I had only once 
met Mr, Hewitt before V7hereas Mr, Hewitt had v^orked for 
a number of years for Mr. Crocker. 

Q With respect to the changes which Mr, Hewitt, 
yourself and Mr. Crocker wore proposing, do you r<*call which 
specific ones Mr, Kovar objected to as being improner under 
the contract? 

A I can't recall all of the queries that Mr, H'^witt 

1298 


SOUTMC MN DISTRICT COURT Rt PORTTMS. U.S. COURTHOUSE 
FOLCT S'WUARE. NEW YORK. N.Y. CO 7 4SS0 








eohl8 


Clarke-cross 


raised, I know the one that concerned me the most was 
this revised floor layout that I felt the sooner we could 
accomplish this — 

TIIE COURT: I am not sure that was the question, 

I think you were asked as to the points that Ur. Kovar 
objected to and I think you mentioned Mr, Hewitt. 

MR, MALOITRY: I think he indicated that Mr, Kovar 
wascbjecting to the revised floor plan by Hewitt, 

THE Wl'nTrT.CS; The floor plan was what Hewitt 
had suggested, 

THE COUP.T: He objected to the change in the 
floor plan? 

THE WITIJESS: Yes, This affected the v;ire looms 
that we v;ore producing because they v/ere taking up a 
fairly large corner area of one of the floors and this 
would interfere with the plan that Mr, Hewitt had, 

Q Mr, Clarke, I sho'v you a copy of Plaintiff's 
Exhibit20 in evidence, which is your memo of May 25, 1970, 
concerning the meetings a few days earlier in England 
and ask you if you recall whether or not Mr, Sinsheimer 
had given you any instructions with respect to the dis¬ 
cussions v.’hich you had in England arri which are recorded 
in that memorandum. 

A Ho indicated that he v’as not too happy vrith the 

1299 

SOUTMf ON UlSTRtCT COURT RLPORTCMS. U.S COURTHOUif. 

FOLCY SOUAnr. NLW YORK, N.Y, CO 7-4SeO 





I 


1 


eohl9 


Clarke-cross 


1105 


1 

2 

progress dox^m in Barbados and that could we come up with 

m 

3 

suggestions as to how to improve the situation. 

H 

4 

Q Did Mr. Sinsheimer also further instruct you to 


5 

be ready with a group of people v;bo could run the operation 

M 

6 

in the event that ho reached the decision that he v/as 

H 

7 

going to assume management control under the contract? 

■ 

8 

A He said ho would like an outline of some plan 


9 

that could be put into effect if he decided to adoptthTt 


10 

route. 


11 

MR. MALONEY: Thank you. 


12 

Q Mr. Clarke, I show you Plaintiff's Exhibit 95 in 


13 

evidence and I call your attention to — that is your 


14 

memorandum of Geptombor 9, 1970, which was circulated 


15 

to Sinsheimer, Parr and Albert, and referring to the first 


16 

page there is a discussion of tent equipment. Now, without 


17 

reading the entire report, v;ould you explain to his Honor 


18 

and to the jury what the situation was with respect to 


19 

trusting equipment in Barbados? 


20 

A The Barbados facility did not really have adequate 


21 

modern tost equipment. This became very apparent when 


22 

Dave Gretton took over, aJthougli Hev/itt v*as well aware 


23 

ot the problems v-’ith the ratiier antiquated test oeuipmont 


24 

that the plant then had. 


25 

I believe in one of his reports he rr!''>ntiori:; that 
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1 

2 

this is his noxt order of priority, to pay attention to 

1 

3 

the test equipment. 

■ 

4 

Dave Grctton, his abilities were porhanr: more 

1 

5 

in scope than Mr, Hev;itt's v;hen it comes to terst eauipment 

1 

6 

because he v^vas a more specializing engineer in test ccruip- 

■ 

7 

mont and I knov; that v;hen he arrived j.n Barbados he said 

1 

8 

that there v/ns insufficient test equipment for the kind of 

1 

9 

product runs that the company v;as forecasting. V7e had 

1 

10 

insufficient testing ceipacity. 

1 

11 

Q Would the adequacy or the sufficiency of the 

1 

12 

tent equipment bear some relationship to the quality c£ 

1 

13 

the product that v;as produced and shipped to the customer? 

1 

14 

A Indeed, We did not have sufficient test equipment 

1 

15 

to carry out all of the tests thatv^re necessary to insure 

1 

16 

that those Hiomory staclcs v/ere 100 per cent perfect v.’hen 

1 

b5 

they v;ere shipped. 

1 

18 

Q Would that have some effect on the number of 

1 

19 

products that v/ere returned by the customer as defective? 

■ 

20 

A Yes, it would. 

1 

21 

Q Mr. Clarke, I show you Plaintiff's Exhibit A5 

1 

22 

in evidence, v’hich is Mr. Gretton's letter to you, dated 

1 

Z) 

September 17, 1970, concerning the personnel problems v^ith 

1 

24 

the expatriate staff and I ask you to explain to l»is Manor 

1 

25 

and to the jury what those problems vore. 

■ 
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A As I recall, most of these people when they were 
hired by Mr. Kovar had employment agreements. I believe 
they varied. I dbn't think they were all with the same 
basic clauses and after Plesscy had taken over the cmployeer, 
the expatriate employees, asked if they could receive 
a Plesscy contract v/hich would replace the old ISL contract, 

i 

This was at the time — this letter is dated 
September 17th — when in North America we had made the 
recent accjuisition of quite a large conglomerate, alloys, 
and Mr, Sinsheimer v;as in the process, and Mr. Albert v;as 
working on this for him, of coming up with employment 
contracts and deciding v/hethcr or not we would, in fact, 
offer employment contracts throughout the whole of the 
North American operation. There was this pension scheme 
that was under discussion and Milton Albert was in the 
process of contacting various insurance companies to try 
and come up with a reasonable pension scheme, 

Mr. Sinshoimor intended to delay any decisions 
on this because in September wo were in a recession. 

Certainly in the alloys business, which was more sophisticat-( 
integrated circuit type of manufacture, and he didn't feel 
that v;ith the fall off in sales and the resulting fall off 
in profits that the company could take on the added expense 
of the pension schemes and J'.ilton /vlbcrt <lid tend not to 
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move as quickly as everyone would have wished. That v/as 
even in the North American operation because there were 
restricticns in view of the economic conditions at that 
time, 

Q vrhat did you understand to be the dissatisfaction 
of the expatriate staff upon v;hich Mr, Gretton v7ns com¬ 
menting in that letter? 

A They just wanted a Plessey contract to take 
the place of the old contracts that they had with Inter¬ 
national Scientific Limited, 

Q They v;ere becoming unhappy because — 

THE COURT: Whoa, don't tell him, 

A There was one other thing I should answer and 
that is some of the people in Barbados wore paid not only 
in Barbados but also paid through an account, this was 
the old ISL omployn.ent arrangement, paid through an account 
in America and I know Mr, Sinsheimer was most concerned 
as to whether or not v/e v/ould be contr<avening some of the 
IRS regulations in continuing that method of payment. That 
was also delaying employment contracts, 

Mr, Albert had boon expressly instructed to 
find out the legalities of continuing that kind of arr^.nge- 
ment, 

0 T believe that in the letter trom which Mr, 
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redirect 1 

McConnell read which contains a statement that the ex¬ 
patriate staff were becoming suspicious of Plosscy's intent. 
V7hat did you understand Mr. Gretton to be referring to by 
that? 

A That is why I said I was somewhat surprised 
at that comment because I felt Mr. Gretton v;ds probably 
av/are of the problems as they existed. 

MR. MALCf^ffiY: I have no further questions, your 

Honor, 

REDIRECT EX7U4INATION 
BY MR. MCCONNELL; 

Q Mr. Clarke, when management control was handed 
over to English Plessey and Mr, Crocker, were you still 
in the measuring year? 

A Yes, February 1st v;as the date. ^ 

Q Was there any discussion as to whether or not ^ 

you could do that under the contract? 

A If there was, it vms not with myself, ^ 

Q Now, isn't it a fact that with reference to test 

equipment that Kovar had requested additional test equipment 
from Plessey as early as March? 

A Ho may have. I can't recall it, but I imagine 
he would because that v’as one of the groat v;eakncsses in 
the ISL operation, the test equipment. 
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1 

Q The problem of not being able to get these stacks 


3 

past test was that Plensey had not delivered the promired 


4 

testers until late in the year, is that not the fact? 


1 

A Testers are not a shelf item. Testers have 


6 

to bo specifically built. 


* 7 

Q You had one at Portugal, a Mark b, didn't you? 


1 ^ 

A We transferred that one. 


9 

Q Yes, but not until November, although everybody 


" 10 

had been crying for it since March. 


1 

THE COO.^T; No, no. 


12 

MR. McCCtINELL: Excuse me, asking for it. 


13 

MR. MALONEY: Your Honor, I think Mr. McConnell 


1 

ought to give Mr. Clarke an opportunity to — 


■ 

THE COURT: Both of you fellows have this tendency 


16 

of sort of going off on your o\^m notions every once in 


1 

a while. Try to confine the questions to the witness, please 

» 

■ 

Q Do you know of any reports, written reports. 


19 

prepared by Mr. lle\;itt while ho was down in Barbados other 


1 20 

than his monthly reports to you and Crocker? 


■ 

A Not that I can recall. 


22 



1 ^ 



■ ^ 
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25 
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Q I shov; you v;hat is in evidcnco ns Plaintiff's 
pjchibit 24. Tliat is Hr. Kovar' s letter to you under 
date of June 2, 1970, the May report? 

A Yes. 

Q It states: "The nonth of .May shov/ed continued 

inprovenent. 7\pril ne\; shipments exceeded March 
nev; sliipmcnts liy 17 per cent; F'ay exceeded April 
by 38 per cent. Ilet sales showed an increase of 
5C per cent April over March, and Mav was 41 per 
cent over April." 

Is that the type of lack of proqres.s or evidence 
of turn-around that you were referring to in vour testi¬ 
mony? 

A Ye.s, but you have to realize that the reason 
the previous months \/oro so poor is that ISL did not 
supplier's invoices; they v;erc not paying them. Tt is 
only 'dien Plessey started to pay tlie invoices tliat the 
eejuipnent started to flov;. 

0 Tliat is right. They v;cre starting from .scratcii? 

TUP COURT: Don't start an argiuncnt. 

Q Well, the T5jL facility had been virtually shut 

down? 

A Correct. 

0 And over”l>ody l.now that tie firr.L tv.-o months, 
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at least, v/ould be loss nonths because, of tlie supply 
problcn? \7asn't that so? 

A They certainly v/ould be poor months, yes. 

Q And the ;;ane \/hothcr there is reference to • 

Ib;l just cancelling $25,000 per nontli order; production 
cutbacl: was the reason? 

A I thin], tiat is an indication that the softness 
industry V7an being felt. 

nib COlIR'i': l/’iat did you understand tJio last 
sentence of Pr. Kovar'.s letter to bo? 

A Yes, Black Povrer v/as becoming cuite a problem on 
tlie island, sir. There v/ere certain sabotage in the 

factories; v;e liad it for a period v;3ion stacks \’erc des¬ 
troyed. '7c could never reallv find t’lo people \/ho did it. 
but a stacl. is an o>:trcT''oly sensitive ))iece of cq\iipment; 
it is about Vac size of t’lis telep’ione (indicating) , and 
somebody could just push a screwdriver tlirough it and just 
wreck it. It v/as sa);ot«ngc in the factories and v/e were 

bcfjinning to feel it. 

Tl!b CObr/j', The government had stoppfMl in to 
stop blacl. Power? 

5'i:r WTThTirg. The government was trying to I'.elp; 
it \.'as alreadv arriving in Trinidad, and Pd Barro-, v/’io ’./as 
tiie Prime Piinister, was very int<'nt in tr-/ing to avoid it 
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from growing into any largo ))roportions in Barhadon, and 
ho has boon cxtronoly successful in keeping it down. 

Q I shov; you v;hat has been marked Plaintiff's 
Kxhibit 73 and ask you if you can identify that document? 

A I have soon the document before, but mucli later 
than the date when it v;as actually issued. I r;as not 
on the actual circulation. 

0 When v/as this originally issued? 

A I don't ];now. I am looking for a date on it. 

I believe it was prepared for the main board of tJie Plessoy 
Company. 

Q Well, it shov.’s on the cover page "World 
Wemorios 1970-1975." 

\7onld itlnve been prepared sometime in 1970? 

A I have no idea. 

MR. McCOWnriLh: I offer Plaintiff's exhibit 7 3 
in evidence. 

MR. lirvLOUEY: No objection. 

TIIP conpm: Received. 

(Plaintiff's I.xhibit 7 3 received in 

evidence.) 

O Would yo\i refer to the page headc^d "Boston"? 

A Yes. 

o Nave you got it? 

1308 


SOUTHLKN OISimCT COURT RLPORTI HS. U.S. COURTHOUSE 
rOl E Y SOUARl., NCW YORK. H.Y. CO 7'4SSU 







1 


np 


Clarke-rodircict 


119-1 


2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
2:1 
21 


A Yen. 

0 It navn: "Tliin facility is I'^cinq esta’olished 

as a marketing, design,prototype servicing unit 
for the United fjtates narJ'.ct; production being 
carried out in Barl'iados." 

Does that refresh your recollection or help 
you in any v;ay as to the date of this? 

A No, it does not, Ur. McConnell. VJhen I first 
sav.' this tlierc were illustrations in the brochure tl\at T 
sav.’, and the illustrations for tlie Boston facility \-’as not 
even the Boston facility that wo had. I v;as not involved 
at all in the production of thin. 

0 There is a picture page? Is that what you are 
referring to? Vlorld 197 4 Output? 

A Mo, tlie Boston page itself has an empty 1. ox in 
it. \«hen I saw this in bound form there v.'as a photograph 
of a building there, but it ’’as not the building tliat v.’e 
occupied in Boston. Crocl'.cr must have prepared tliis. 

(' ’.’ould that load you to believe that this had 
been prepared Ijoforc you actual 1'/ phvsicall’/ roved into 
th.o Boston facility? 

A Could Jjnvo I'cen, yes, probalily \:as. 

McCOi::::-;],!.: T;iat is all. 
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3 RY I!R. riALO:ir,y: 

4 0 V.’ould you explain to his Honor and the jurv vhat 

5 the problen is with obtaininq new test cauipment? 

6 A Yes, the tost cquiprient tliat Mr. McConnell re- 

7 ferrod to fron Portugal, the Marl; equipnont is one tl^nt 

® ' riessc'' nanufactures itself. It is very specialized 

9 electronics equipnent that v.’C used to purchase fron various 

10 suppliers and incorjiorate all of the retors an<l tost 

11 equipnont into large test boards. And these probably refer 

12 to the delivery of the particular electronic conponents 

13 and the building of it. It would take two to three 

14 nonths to actually build one. 

15 () In connection v'ith reouests of IM, at an" tine 

16 during the neasuring year did to your kno\/lcdgo Pler.sey 

17 use its best efforts to obtain nev; and additional test 

IS ccuip-nent as quicl'.ly an possible? 

I 

19 j A Yes, \!(i transferred to Mar!: VI test units. 

20 ! To the best of r." ]'no^'ledge, tlicy wore released fron 

21 ' Portugal as soon as Portugal could let then qo. 

22 o V?ero they actually being used in Portugal? 

23 i A Yes. 

I 

24 '*P.. JiAbOMIiY; '■,’!iank you. 

25 TUP cot’"''': /.nv aiher ouestions.? 

! ]:no 
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